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These two cartoons by Visdo’s Cachirulo show two aspects 
of the policies of Brazilian President Janio Quadros, 
Internally from Brasflia he seeks to control the country’s 


communications and entertainment, and appears as a tropical 
Teddy Roosevelt. pong toes | he appears like the most modern 
of the Latin American circle (symbolically a dance), Note 
that both Uncle Sam and Ficel Castro are unhappily left out 
of the dance. Uncle Sam is a little further away, 
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COMMENTARY 


Brazil's Parliamentary Gimmick. It was a strange coincidence that three 
of the editors of the Hispanic American Report should have decided to meet in 
Brazil just at the time of the debacle provoked by the resignation of President 
Janio Quadros. On the eve of this unexpected crisis, the editor was in Brasilia 
conferring with congressmen whose main concern was the vote then being taken 
on the increase of congressional living allowances. None suspected that a major 
crisis was in the offing. Brazilian officials were confident that Brazil would move 
majestically ahead, and they were quick to point out that Brazil was of a different 
order of magnitude from the Spanish American republics. The resignation of 
Quadros and the subsequent calamitous events were a shock; Brazilians suddenly 
realized that their country was behaving like a small Spanish American republi- 
queta, a word which they still use to designate the smaller and less responsible 
countries. Overnight Brazil suffered a loss of face and of pride and was shaken 
somewhat in the way Argentines had been when the Peronista revolt shook their 
complacent belief that they were not to be confused with the lesser republiquetas. 











In the Brazilian crisis everyone lost. The inside story of Quadros' resigna- 
tion remains to be told, just as the suicide of Getdlio Vargas, of which it was re- 
garded as a sequel, has never been properly explained. Whatever the explanation 
for JAnio's conduct, he proved that he is not made of the same tough material as 
President R6mulo Betancourt of Venezuela, who calmly survived a dynamite attack, 
or of the same resilient plastic as President Arturo Frondizi of Argentina, who has 
smiled his way through a variety of major crises. In retrospect, Brazilians of the 
governing class are nearly all asserting, ex post facto, that they knew that Janio 
was mad and that they had seen him do things which proved his insanity. Certainly, 
if Jdnio was counting on pulling off again his old trick of resigning and provoking a 
public demand for his return, he made a grave miscalculation. 


Janio Quadros' enemies lost as much prestige as he did. The Army's loss 
of prestige was perhaps the most serious. It may have been with malice afore- 
thought that Quadros resigned on the Dia do Soldado, leaving a message in which 
he paid unconvincing tribute to the loyalty of the Armed Forces. The Brazilian 
Army has tried vigorously to build up the prestige of the Duque de Caixias (the 
nearest thing it has to a military hero) in order to maintain its own inflated posi- 
tion and budget. Within a few days after the Caixias commemoration, the prestige 
of the Army had plummeted. There was a widespread anti-militarism, such as 
hitherto had been found only in the Spanish American republics. There was a 
general feeling that the military are a nuisance in public life. Marshal Denys in- 
tervened busily and quite inappropriately in the conduct of government and then 
threw Marshal Lott in jail, accusing him of being subversive for declaring that 
the constitution must be respected. Such a comedy could scarcely enhance the 
prestige of the Army. 


When Vargas in his final message before committing suicide accused the 
United States of pushing him to this act, there was anoutburst of anti-Americanism 
in Brazil, and the United States has never since recovered theprestige it once had. 
In his note of resignation, Janio Quadros likewise accused the United States of 
bringing about his downfall. This produced a brief flurry, and a mob broke some 
windows in the American Embassy; but after Janio's whole performance had been 
covered with ridicule, his accusations against the United States were generally 
dismissed as irresponsible. While the United States soon recovered from the 
initial blow, more lasting harm has been done by our association with the Brazil- 
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ian Army. Equipment supplied by the United States was nearly used in a civil war 
between the Third Army and the First and Second Armies. Adlai Stevenson was 
looked upon as being irresponsible to the point of insanity when on his return to 
the United States he said that the U.S. Government must give more aid to Latin 
American armies because they are the defenders of the constitution. 


We should be consoled by the fact that the damage we suffered was far less 
than that sustained by Fidel Castro's Cuba. What began largely as a rivalry be- 
tween the Argentine and Brazilian governments to see which could bring Castro 
into its orbit and effect a U.S.-Cuban reconciliation, turned out to be a time bomb 
which damaged both Frondizi and Quadros. The Brazilian public failed to appre- 
ciate the fact that Janio's wooing of Castro was really a power play, and they mis- 
takenly assumed that he was lowering Brazil to the level of the despised Spanish 
American republigquetas. It interpreted as a national come-down the granting to 
"Che" Guevara of the order of the Cruzeiro do Sul. Finally, when Castro com- 
mented stridently about the Brazilian internal crisis and offered to help Rio Grande 
do Sul, he was accused of meddling in Brazilian affairs, an honor hitherto reserved 
for the major powers. At the same time, as a result of the Punta del Este conference, 
Guevara is now more feared in South America than is Castro. 





It would, however, be a mistake toassume that there will be a marked change 
in Brazilian policy toward Cuba. There is nothing in the background of Goulart, of 
Jo&io Neves da Fontoura, or of Santiago Dantas to suggest this; and while they will 
continue to make somewhat hypocritical references to the Christian tradition of 
Brazil in order to assuage the Catholic Church, they will probably follow, albeit 
cautiously, the foreign policy of Janio Quadros. The Communist Party is discred- 
ited in Brazil (not a word was heard from Luiz Carlos Prestes in the recent 
crisis), but few Brazilians believe in U.S.-style capitalism. They see their coun- 
try as headed toward socialism and neutralism. 


Brazil's future presents both a human and a constitutional problem. There 
is no charismatic public figure in Brazil today, and Goulart has become President 
by default. Colorful stories are told about his personal life, including the allega- 
tion that he is a natural son of Vargas; in my stayin Brazil I did not hear one kind 
word about him, although he presumably has ample popular support in his PTB 
machine. In general Brazilian politicians are discredited. They will recover 
their lost respect only when they agree to settle down in Brasilia and make it func- 
tion effectively as a national capital. Moreover, they must stop their petty maneu- 
vers and think more of principles. 


The most unconvincing example of such maneuvering was the adoption of the 
parliamentary system. It was done with such lack of conviction that even the old- 
time proponents of parliamentarism such as Rail Pila were embarrassed. More- 
over, there was an acute feeling that, while the constitutional change was constitu- 
tionally made, it was wrong and weak to change the rules in the middle of the 
game. Ina country where the cult of soccer is producing a sense of gamesman- 
ship if not of sportsmanship, this has bred a lack of confidence in the new order. 
The constitutional change to a parliamentary system was looked upon as a gim- 
mick and not as an honest act of a wise government. It was a desperate final 
attempt of the Army and of the conservatives to limit the powers of Goulart. 


Ronald Hilton 
Editor 
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IBERIAN PENINSULA 
SPAIN 


A Quarter Century under Franco. On July 17 the regime of Generalissimo 
Francisco Franco marked the 25th anniversary of the start of the Spanish Civil 
War. Large crowds watched for three hours while an estimated 30,000 soldiers 
and 50,000 veterans of the 1936-39 conflict paraded before Franco, his Cabinet, 
and dignitaries of the Roman Catholic Church. The government-controlled press, 
filled with summaries of the regime's achievements of the past quarter century, 
echoed the Caudillo's words before the Cortes in June (HAR, XIV: 472) and hailed 
Franco's Spain as the savior of the Hispanic World from the ravages of Commu- 
nism. Similar salutes were given in the U.S. Senate and House of Representatives 
and in many newspapers throughout the Western world. 





Yet even on the surface it was evident that many Spaniards were disenchanted 
with the Franco regime: the bulk of the 11 million farm and factory workers, the 
university students, the leading intellectuals, the young priesthood, the lower mid- 
dle class, and the older Spaniards who "lost" the Civil War. Neutral and anti-Franco 
sources outside of Spain enumerated the not-so-desirable aspects of the past 25 years 
and concentrated on the theme voiced by John Gunther in the New York Herald Trib- 
une that the present regime had sterilized Spain and isolated it from the mainstream 
of European developments. Note was also taken of the basic features of right-wing 
dictatorship which still existed: absence of a free press and of free elections in 
the democratic sense, prohibition of the right of assembly, and extensive police 
powers. 





Rumored Reshuffling of the Cabinet. The New York Times, the Paris daily 
Le Monde, and the anti- Franco monthly Ibérica each made reference to a ru- 
mored reshuffling of the Cabinet slated to take place in the fall. Most significant 
was the prediction that Blas Pérez Gonzales, former Minister of the Interior who 
had fallen into political disfavor in 1956, would be named to the yet-to-be-created 
post of chairman of the Council of Ministers (Prime Minister). Other predictions, 
claimed by Ibérica to be from a reliable source, included the removal from minis- 
terial office of General Camilo Alonso Vega (Interior), Mariano Navarro Rubio 
(Finance), and Fermin Sans Orrio (Labor). All were slated for lesser governmen- 
tal posts, claimed Le Monde, and even if rumors became reality, the new Cabinet 
would differ very little from the present one. If anything, wrote Telmo Lorenzo in 
Ibérica, the Falangista team would regain its importance of the 1951-56 period. 
The New York Times viewed the change as indicative of an increasing emphasis 
on agrarian reform. 











The Expanding Opposition. José Maria Gil Robles, leader of the Confede- 
raci6n Espafiola de Derechas Aut6nomas (CEDA) under the Republic and a minis- 
ter in the government of Alejandro Lerroux in 1934, made public a list of funda- 
mental principles espoused by an unrecognized political entity called 'Democracia 
Social Cristiana Espafiola."" Among these principles were: Spain's adherence to 
the European declaration of the rights of man; the illegality of every political or 
social group of totalitarian concept; the end of the present division of Spanish so- 
ciety into classes; full integration of Spain into the European economic associations; 
and the restoration of the monarchy in the person of Don Juan. 





Despite the stimulus of this newly-voiced support, monarchists despaired 
over the growing public apathy toward Don Juan and the increasing government re- 
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pression of monarchist activities. The public indifference, evident in many areas 
of Spain, could be traced to the protracted silence of the Spanish Pretender on ma- 
jor issues of the day. The hopes that had followed the interview in 1960 between 
Generalissimo Franco and Don Juan had disappeared. Instead of subsequently 
granting the monarchists more freedom for propaganda, the regime had recently 
clamped down with increasing vigor. This repression apparently stemmed from 
the maneuvers of Don Juan's more ardent supporters to keep his image alive 
through such devices as public banquets (HAR, XIV: 471), speeches in aristocratic 
clubs, and attempts to form royalist groups throughout Spain. The New York 
Times implied that these only irritated Franco without having a real effect on the 
Spanish people. 


A growing awareness of the newly-formed Unién de Fuerzas Democraticas 
(UFD) (HAR, XIV: 471) was evident in July, as letters and commentaries flowed 
to the free presses outside the country, particularly from the traditionally anti- 
Franco Basque and Catalan regions of Spain. The London Times and several 
major Latin American periodicals published the text of the UFD's manifesto. 
There was speculation on the compatibility of the aims of that organization with 
those of the Uni6én Espafiola, a moderate right-wing coalition pledged to the resto- 
ration of the monarchy under Don Juan. Since the UFD had stated that it would 
accept either a revival of the monarchy or a republic, provided that democracy be 
revived in Spain, a coordination of effort did not seem unfeasible. By the end of 


July, however, no effort had been made by either group to seek the support of the 
other. 


Freedom for Anti- Franco Deserters. The departure for Mexico of Juan 
Pérez Varela and Manuel Martin Prieto Alba, two anti-Franco deserters from 
the Spanish Navy who had been held in custody in the United States since May and 
September 1960 respectively, marked the close of a three-way skirmish between 
the Spanish Government, the United States, and Sociedades Hispanas Confedera- 
das, an anti- Franco organization with headquarters in New York. Arrested sep- 
arately by the U.S. Immigration Service at the request of the Spanish Consulate in 
New York, the two sailors were ordered deported in keeping with a 1903 treaty 
which called for the mutual surrender of military deserters. Shortly afterward, 
Sociedades Hispanas Confederadas petitioned the U.S. Court of Appeals and then 
the Supreme Court for cancellation of the order on the grounds that the 1903 treaty 
had been superseded by the 1952 Immigration and Naturalization Act which, unlike 
the treaty, provided for due process of law in such situations. Both courts upheld 
the order, but action was temporarily suspended until the Senate could consider a 
bill granting the two sailors permanent residence in the United States. The Senate 
Judiciary Committee failed to approve the bill, but a flood of protests solicited by 
the anti- Franco confederation prompted U.S. authorities to wash their hands of the 
matter by allowing the two sailors to accept political asylum in Mexico. 





Signs of Strengthening Economy. On July 17 the Instituto Espafiol de Moneda 
Extranjera (IEME) published a decree on the foreign convertibility of the peseta. 
The decree permitted a partial exchange of Spanish currency contained in certain 
foreign accounts. Primarily, accounts created by the future import of foreign 
goods into Spain would be convertible to other currencies. The decree did not af- 
fect bank accounts of Spanish residents, external accounts already established and 
controlled by bilateral agreements, accounts accumulated for payment for imported 
films, and past and future balances of American aid. An increase of gold and dol- 


lar reserves, a result of the stabilization program of the past two years, facilitated 
the move to convertibility. 
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The New York Journal of Commerce reported that the action of IEME had 
a stimulating effect on world trade. One immediate repercussion was that on 
July 24 the London Stock Exchange admitted 14 Spanish stocks for quotation. Now 
that the Spanish exchange rate was more in line with that of major European cur- 
rencies, it was hoped that Spain was moving closer to membership in the European 
Economic Community (EEC). The Spanish Economic News Service reported that 
one group in Spain, which included Commerce Minister Alberto Ullastres, preferred 
a wait-and-see attitude toward Britain's intention to join the Common Market. An- 
other group preferred immediate negotiation with the EEC. One Spanish newspaper 
writer ventured that the joining of countries like Spain, Turkey, or Greece with the 
EEC or the European Free Trade Association (EFTA) would in reality create prob- 
lems for either bloc because of the internal economic problems in those countries. 








The notable increase in Spain's gold and dollar reserves from $14 million in 
1959 to $600 million as of February 1961 resulted in a reduction in U.S. aid to 
Spain for 1961, dropping from $35 million in 1960 to $5 million. However, the 
Export-Import Bank extended a loan to the Banco de Crédito Industrial in the a- 
mount of $10 million to finance dollar credits to small and medium-sized industries 
for the purchase of U.S. equipment and for the revival and extension of their plants 
(HAR, XIV: 474). The maximum individual figure to be granted by the industrial 
bank was fixed at $150,000, repayable within a period of seven years. According 
to the Boletin Informativo of the Central Bank, if the results obtained from the 
first test case proved satisfactory for Spanish small industry as a whole, credit in 
the future might be extended as a revolving account of indefinite duration. 





Economic activity since the inauguration of the stabilization plan in July 1959 
(HAR, XII: 362) showed that Spain was moving toward a stronger economy but that 
there was a long way yet to go. In a seven-page analysis of Spanish finance, the 
Economist recommended the following broad economic reforms for the country: 
further liberalization and globalization (freeing from bilateral quotas) of imports; 
the abolition of the remaining price controls; an end to the system whereby govern- 
ment authorization must be obtained before new industrial plants could be set up 
or old ones expanded; more foreign investments; reform of labor laws; legislation 
against monopolies; reform of the banking system; and submission of the Instituto 
Nacional de Industria to ordinary accounting discipline. 


Further reforms, which on the surface seemed unrelated to economics, re- 
flected further attempts to make the Spanish economy compatible with those of 
other European nations. (Statistics published by the Economist listed the per ca- 
pita income in Spain as $248 per annum, one-third of the average for Western Eu- 
ropean nations.) Effective in January 1962 women were to be granted equal rights 
with men in all matters except military and diplomatic service (HAR, XIV: 473). 
In the Cortes, consideration of the reform of working hours, allegedly initiated by 
sociologists, was deferred until the fall of 1961. To make the work schedule eco- 
nomically defensible, the changes suggested were shorter lunch periods, earlier 
theater and restaurant hours, and earlier closing times for shops. Revised work- 
ing hours would allow individuals to seek a second job to supplement their incomes. 


Reaching Out for Foreign Trade. The Bogota industrial fair and Commerce 
Minister Ullastres' visit to South America (HAR, XIV: 473) stimulated a flurry of 
unconnected news items concerning Spanish commercial relations with Latin Amer- 
ica. Shares in Spanish enterprises were offered for sale through banks authorized 
by the Brazilian Superintendéncia da Moeda e do Crédito (SUMOC). Spanish im- 
ports of Brazilian coffee between May and June totaled 80,708 sacks as compared 
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to 25,844 sacks during the same period in 1960. General Electric of Spain ex- 
ported transformers to the Colombian regional development agency Corporaci6n 
Aut6noma Regional del Cauca. A Colombian delegation of 15 persons visited fac- 
tory centers in Spain, and a group of Cubans made preparations in Madrid for the 
building of a sugar mill in Cuba. Commerce Minister Ullastres granted a loan 
equivalent to $10 million to Chile for the purchase of Spanish goods--fishing boats, 
machine tools, and agricultural equipment. Repayment would begin in five years 
at an interest rate of 3-1/2%. At the end of the first quarter of 1961, shipyards 
had orders for 52 export vessels. Argentina and Brazil were among the custom- 
ers listed on the order books. 


In the European arena, Spanish-Italian trade quadrupled between 1959 and 
1960. Switzerland created a fund of investments in Spanish stocks. The Comisi6n 
Mixta Interempresal Hispano Holandesa met in The Hague to expand the business 
contracts of both countries. A new trade agreement was made between Spain and 
Austria, valid until June 17, 1962. Italy extended its trade agreement until 
June 8, 1962. Norway and Spain discussed the negotiation of a new agreement to 
replace the one that expired May 31. Barter trade with Russia, now in its sixth 
year, continued on an ever-increasing scale (HAR, XIV: 474). Ibérica listed the 
total imports from Russia to date at $17 million, as against $10 million worth of 
exports. Purchase of U.S. goods in the first four months of 1961 was up 50% over 


the same period of 1960. U.S. exports to Spain totaled $77.2 million and imports 
$27.1 million. 


Agricultural Neglect; Impending Grain Shortage. Agrarian problems con- 
tinued generally neglected and unsolved. Only recently had the Ministry of Indus- 





try ordered a consideration of a basic minimum wage for agricultural workers. 
The Economist noted that 44% of the population was engaged in agricultural activ- 
ity, 24% in industry, and 32% in services. The average agricultural worker per- 
formed at only 60% efficiency, well below the average European standard. Finance 
Minister Mariano Navarro Rubio allocated 2,400 million pesetas (59.7 pesetas = $1) 
to be extended in credit to agricultural activity over the forthcoming year. Higher 
amounts of credit were also apportioned dwellings, shipyards, and industry. 


The outlook on wheat, barley, rye, and oat production was not at all satis- 
factory. The 1961 harvest was expected to be even smaller than the decidedly 
poor showing of 1960. Hot, dry weather in May, combined with extensive hail- 
storms in July, caused the destruction of cereal crops in many areas (HAR, XIV: 
474). The Journal of Commerce reported 80% damage to grain crops in the Ca- 
nary Islands. Foreign Crops and Markets predicted a harvest of 120 million 
bushels as compared to 132 million in the 1959-60 season. 








The deficit could be attributed, however, to factors other than the unfavor- 
able weather conditions. Indifference in the selection of seed and in methods of 
fertilization was in part responsible. Peasants could not afford to be concerned 
with improved agricultural methods, and large landowners showed little interest. 
Ibérica noted that it would be necessary to slaughter livestock because of the 
shortage of fodder. A moratorium on the payment of rural taxes was declared for 
inhabitants of Valladolid, Palencia, Zamora, Valencia, and Cérdoba. The Spanish 


Government made arrangements for the purchase of U.S. surplus grains to make 
up the deficit. 
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Portuguese Adamant toward U.N. Inquiry. With the increase in interna- 
tional pressures, the Portuguese Government softened its June stipulation that 
the chairman of the U.N. inquiry committee on Angola, which had been set up in 
April (HAR, XIV: 290), would have to come to Lisbon as an individual and alone. 
Portugal capitulated by issuing an invitation to the chairman, Ambassador Carlos 
Salamanca of Bolivia, to visit Lisbon in his official capacity as chairman of the 
five-nation committee for discussion of the Angola crisis. Ina later progress 
report to the Security Council, Salamanca revealed that Premier Anténio de Oli- 
veira Salazar had decided that the Portuguese authorities could not agree to a 
committee visit to Angola "under the present circumstances."" Portuguese 
sources reacted by stating that they had given the committee "complete informa- 
tion." 





In the face of its failure to obtain entrance into Angola, the committee asked 
Joseph Kasavubu's Congolese Government in Léopoldville for admittance in order 
to interview Angolan refugees there. Although Salazar had offered to let Salamanca 
into Angola as a private citizen, the U.N. delegate refused to accept. Salazar did 
permit British Consul General in Luanda J. C. Wardrop, accompanied by the Brit- 
ish military and air attachés from Lisbon, to visit strife-torn northern Angola. At 
the end of the month, their report was being carefully examined by the British For- 
eign Office before presentation in a foreign affairs debate in the House of Commons 
in August. U.S. Assistant Secretary of State for African Affairs G. Mennen Wil- 
liams received permission to visit both Angola and Mozambique in August. 


In response to Lisbon's attitude toward the U.N. committee, the 39 Afro- 
Asian nations in the United Nations directed a letter to Secretary General Dag 
Hammarskjold asking that the Angola question be placed on the assembly agenda. 
The letter expressed great apprehension over the situation and demanded prompt 
and effective action. No break occurred in the delivery of NATO arms to Portu- 
gal. NATO commander General Lauris Norstad told the U.S. Congress that the 
contribution of Portugal to the defense of Europe "could be very important." 


Proposed Colonial Reforms. As if in reply to widespread international 
criticism, toward the end of July the Portuguese Government announced a colonial 
reform program which included enfranchisement of Africans, increased local self- 
rule, and educational reforms. According to a ranking Portuguese authority, 
"Carry these reforms to their logical conclusion and self-determination will be 
arrived at both in Angola and in our other African possessions."" The same author- 
ity insisted that the Portuguese were implementing the program of their own accord 
and not under pressure from international opinion. The main portion of the program 
included plans to grant constitutional equality with whites to approximately 10 mil- 
lion Africans in the Portuguese African provinces of Angola, Mozambique, and 
Portuguese Guinea. The new provisions were to go into effect within the coming 
three or four months, or perhaps sooner. 





The constitutional reform was destined to eliminate the indigenato system, 
which, since the 1920's, had placed the overwhelming majority of Africans under 
strict state paternalism. On paper, the reform would abolish the legal distinction 
between the ruling minority of 250,000 "civilized" whites and mulattoes, and the 
4.5 million "noncivilized Africans in Angola, as well as in the other provinces, 
and would grant to all the same constitutional rights to vote and hold public office. 
No longer would 95% of the Angolan Africans be automatically disenfranchised be- 
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cause they were legally "noncivilized."" In actual practice, however, as the Diario 
de Noticias of New Bedford, Massachusetts, pointed out, the situation would re- 
main basically the same because the "noncivilized" Africans could have political 
rights and be eligible to vote only if they knew how to read and write Portuguese 
and could pay a minimum of 200 escudos (30 escudos = $1) a year in taxes. 


With regard to education, the program would entail the building of more 
schools and the training of more teachers in an effort to elevate the literacy level, 
which, according to the New York Times, stood at about 2% among the Africans. 
Portuguese Government officials reported that 14 administrative reforms had al- 
ready been cautiously introduced into the overseas territories during the past 18 
months. The most important of these was the granting of far wider local home 
rule by permitting communities of 500 or more inhabitants to form municipal coun- 
cils to elect officials formerly appointed by the government. Other changes pur- 
portedly introduced included mainly labor reforms. Some sources pointed out that 
no reforms could be effected if the strife continued. Following his Lisbon visit, 
Salamanca reported that he was skeptical that the promise of reforms would quiet 
the unrest in Angola. One U.N. delegate in close touch with the situation remarked 
that Portugal seemed to be struggling to ''make progress by inches," whereas the 
events in Angola "were racing away." 





Angola: The Counterattack. High Portuguese officials continued to express 
"cautious optimism" that their troops could contain the African revolt against the 
Portuguese rule which had broken out in Angola more than four months earlier. 
Approximately 15,000 additional white draftees had been shipped into the strife- 
torn northern portion of Angola, and Portuguese sources reported that in mid-July 
troops were beginning to encircle the main rebel stronghold around Nambuangongo, 
northeast of Luanda. The objective of this offensive was the destruction of Nam- 
buangongo before the rainy season. Officials conceded that a combination of high 
grass, dense jungle, and narrow dirt roads on which military columns could be 
ambushed was making the operation slow and arduous. The first official commu- 
niqué since mid-March from the Ministry of Defense stated that maneuvers during 
the past two months had served to restrict insurgent movements and drive rebels 
to jungle and mountain areas. The Lusitania press agency reported that the rebel 
forces were now by-passing the heavily-guarded large estates and concentrating 
their attacks on the small ones. The workers were reportedly harvesting the cof- 
fee crop with gun in hand in an effort to save it from sabotage. Labor remained 
scarce and unreliable; if the Portuguese chose to arrest Africans, Angola's eco- 
nomic life faced paralyzation; if not, then they were letting possible rebels go 
free. Portuguese officials stated that the rebels were shifting their tactics from 
terrorism to wholesale economic sabotage. 





On July 21, Portuguese newspapers reported that restrictions on the en- 
trance of foreign journalists into Angola had been lifted. An official communiqué 
stated that the original ban had been to protect the journalists themselves, not be- 
cause the Portuguese were trying to hide anything. The government announced 
that the situation had since improved sufficiently to permit re-entry. In clarifica- 
tion of the official statement, U.S. sources said that certain foreign correspond- 
ents "whose impartiality and good faith are a guarantee of independent and objec- 
tive information" would be permitted to apply again for visas to Angola. 


Persecution of Pro-African Protestants. The Angola events in recent months 
and the continued criticism of Portuguese African policies had serious effects on 
governmental actions toward Protestant groups. Within Portugal, Protestants had 
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been harassed in a number of incidents provoked by the government reportedly 
with the support of Roman Catholic elements. The press, led by the extremist 
weekly newspaper Agora and the Catholic-monarchist A Voz, had sharply at- 
tacked the approximately 10,000 Protestants within the country. While various 
institutions had been closed down, the most striking example of persecution came 
in mid-July. At that time, the Interior Ministry issued a communiqué charging 
that a clandestine organization headed by a Protestant minister had helped 41 Afri- 
can students to leave Portugal for France with falsified documents. (Unofficially 
a greater number was estimated to have left the country to escape arrest and in- 
terrogation by the secret police.) Subsequently, Cecil Scott, the leader of the 
Liga Evangélica Missionaria which helped to train British Baptists and other 
Protestant missionaries for work in Angola, was arrested. He was charged with 
working with the protective organization for underdeveloped countries Organiza¢fo 
de Proteg&o aos Paises Subdesenvolvidos, which had been organized "to stir up 
subversive activities among African students and to convince them of persecution 
by the authorities and the Portuguese people." The alleged complicity of U.S. 
and other foreign Protestant groups created widespread anger among the Portu- 
guese. The inflammatory daily O Século castigated "insane: or criminal Prot- 
estants, enemies of the Portuguese nation" in a front-page editorial. 


In Angola itself, the religious persecution achieved more tragic proportions. 
Although some Catholics, such as vicar-general Monsignor Manuel J. Mendes das 
Neves (HAR, XIV: 289) and other African priests, had suffered from government 
action because of their pro-African attitudes, the Protestants in Angola had be- 
come the real scapegoats of the revolt. According to a reliable source, both An- 
golan and Portuguese newspapers had tried to throw full responsibility on the 
Protestants for numerous rebel attacks. The government attitude had been that 
the Protestant organizations were more directly engaged in the campaign against 
Portugal than in the success of their evangelical activities. In fact, many of the 
rebel leaders were known to be Protestants or to have been educated in Protestant 
missions. 


The Portuguese Government had vociferously denied "accusations made by 
certain international political circles and religious sects or foreign missionary or- 
ganizations."" An official Foreign Ministry statement repudiated the recurring 
charges of "barbarous repression," "deliberate extermination of the population," 
and "atrocities and horrors.'' The Overseas Ministry reiterated that the missions 
in zones of attack had been closed for the safety and protection of human life, citing 
the rebel murder of two Catholic priests. Commenting on the denials, the Baptist 
Missionary Society stated that their missionaries had long been witnesses of bar- 
barous repression, but most had kept silent in order to continue their work in An- 
gola. It continued that the missionaries were in no danger from Africans, a fact 
incomprehensible to Portuguese officials. Baptist missionaries doing relief work 
among Angolan refugees in the Congo drew up a report from which the following 
statements are taken. Referring to imprisonments and shootings, "Special em- 
phasis has been given to village leaders and any that have education. . . The Portu- 
guese administration has taken the road of extermination of the potential African 
leadership. . . It is utterly pathetic that the relatively small element of African 
society best equipped to be a bridge factor in the new day of African- white rela- 
tionships is being rapidly liquidated." 


Afro-Asian Feelers toward Portuguese Colonies. In an ever- widening spiral, 
troubles spread from Angola throughout the Portuguese colonies. In a surprise 
foray, some 50 Africans attacked the administrative post of Sio Domingo on the 








- 584 - 


Portuguese Guinea border with Senegal. The group cut telephone lines, destroyed 
a bridge, and then attacked Portuguese barracks before retreating. The Senegalese 
Government reacted by sending Defense Minister Valdiodio N'Diaye to the area to 
take steps to protect the frontier and later ordered troops to the border to prohibit 
Portuguese forces from pursuing Guinea nationals seeking refuge in Senegal. Both 
the governor of Portuguese Guinea and the Portuguese Ministry for Overseas Ter- 
ritories first denied that the incidents had occurred but confirmed them three days 
later. While Portuguese authorities accused the invaders of being Senegalese, the 
Senegalese Government insisted that they were Portuguese Guinea nationalists. 
Almost a week later, some 200 armed Africans attacked Portuguese troop convoys. 
According to Portuguese sources, they were easily driven back to Senegal. The 
Senegalese reported that the results of these developments included the abandon- 
ment of secondary military posts by the Portuguese Army, the arrival of consid- 
erable reinforcements, activities by poorly armed and poorly directed bands of 
nationalists not over 500 in number, and the arrival in Senegal of some 1,500 Afri- 
can refugees from Portuguese Guinea. 


Based on the border incident, as well as accusations that a Portuguese agent 
was operating within its borders and that illegal flights by Portuguese aircraft were 
taking place over its territory, Senegal broke diplomatic relations with Portugal. In 
a Copenhagen press conference, Premier Marmaden Dia stated that the Senegalese 
action stemmed from Portugal's refusal to decolonize, in addition to the other charges, 
and announced his government's approval of economic boycott measures. Portugal 
retorted sharply that Senegal wished to be "first in the field" to annex Portuguese 
Guinea, before the Guinea Republic could seize the area. Lisbon newspapers cate- 
gorically rejected the Senegalese allegations. Later, Senegal denied any annexa- 
tionist aims, maintaining that its international policy had always been based on 
respect for the principle of self-determination and that it would defend "the right 
of the Portuguese Guinea peoples to national independence." 


In Dar-es-Salaam, Zanzibar, Unido Democratica de Mogambique (UDM) 
leader Adeline Gwimbe, told a band of Mozambique refugees that the African Bu- 
reau of Accra, Ghana, had promised him arms and ammunition to stage a revolu- 
tion against the Portuguese administration. "We are going to transform Mozam- 
bique into another Angola.'"' He implied that the arms would be for the "many 
thousands" of Mozambique refugees who had fled to Southern Rhodesia. From 
Tanganyika, Ghana Commissioner Joefio Nenyann Meyer denied that his govern- 
ment had made any such promises. Portugal continued to pour troops into Mo- 
zambique. 


With its eyes on the island of Timor, Indonesia recalled its ambassador 
from Lisbon and contemplated a break in diplomatic relations. Said Indonesian 
Foreign Minister R. Subandrio, "We cannot do anything else but support with all 
our force the fight of the people of Angola until the victory is theirs." He warned 
Portugal to suspend its military campaign in Angola and grant the people the right 
of self-determination or it would have to face the ire of the Indonesian peoples, 
"who were prepared to place Portugal in grave difficulty." 


Not to be outdone, President Hubert Maga of the West African state of Da- 
homey threatened to seize the tiny Portuguese enclave of Ajuda if the Portuguese 
did not evacuate the area by July 31. Ajuda is a dependency of the Portuguese- 
owned islands of Sio Tomé and Principe, located in the Gulf of Guinea about 125 
miles off the coast of Africa. 
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Yesterday's Hero: Galvio. Having seized the Portuguese liner "Santa 
Maria" in a daring raid to strike a blow against the regime of Premier Salazar 
(HAR, XIV: 11-14), Captain Henrique Malta Galvdo had been the hero of the Portu- 
guese revolutionary movement. However, in July, Galv&o and two colleagues were 
ousted from the Directério Revolucionario Ibérico de Liberagao (DRIL) on the 
grounds that they had made a spectacle of the "Santa Maria's" seizure and that it 
was an act of "individual and spectacular character without political or revolution- 
ary ends."' Fernando Quiroga, leftist member of the movement's council, also 
aimed heavy criticism at General Humberto Delgado, heretofore considered the 
leading spokesman for anti-Salazar Portuguese. Quiroga went on to say that his 
organization had an army of thousands of trained young men ready for action at the 
right time "for the liberation of Portugal and Spain." He then added that there 
would be no actual invasion of the two countries, since revolutionary action would 
start in their colonies. 








Austerity Measures. As the Angolan violence continued, austerity measures 
for Portugal went into effect. The measures affected the high-income groups and 
were mostly directed at increasing the taxation on luxury goods such as tobacco, 
radio and television sets, jewelry, and automobiles. The reasons given were the 
necessity of meeting the high cost of the Angola disorders, maintaining normality 
on the financial market and in banking, and the prevention of international specula- 
tion. Later in the month the Portuguese Premier's office announced the following 
measures to lower the amount of Portuguese currency leaving the area: the reduc- 
tion of foreign currency expenditures by government departments unless of an es- 
sential nature; a reduction in visits of government missions to foreign countries; 


and the refusal of permission to civil servants to spend holidays abroad. Controls 
were being rigorously enforced, and the public was warned that transgressors as 
well as perpetrators of any act which upset the credit system or distorted the nor- 
mal functioning of the monetary, exchange, and financial markets would be liable 
to heavy fines and severe punishment. 


Despite the constant drain on Portuguese resources to carry on the battle in 
Angola, the government undertook economic measures to better the situation in that 
province. The loss of Angola would have a disastrous effect on the currency stabil- 
ity of the escudo and would seriously upset Portugal's balance of payments, since 
Angola earned much of the nation's foreign exchange. The government continued 
negotiations for an external loan of $40 million, authorized a loan of 150 million 
escudos to the coffee board of the Banco de Angola, and permitted the governor 
general of Angola to arrange a loan of 500 million escudos in local currency with 
the Banco de Angola to cover emergency expenses, to develop civil construction, 
and for amplification of the development plan. Portuguese industrialists were to 
invest 2,000 million escudos in Angola to help in the economic progress of the 
province by increasing existing industries and financing new undertakings. In 
metropolitan Portugal, the Second Development Plan (1959-64) continued, and the 
government continued its policy of development for new industries. 


MEXICO 


PRI Landslide. Despite speculation about a powerful leftist movement 
backed by former President (1934-40) Lazaro Cardenas (HAR, XIV: 481), general 
apathy prevailed at Mexico's July 2 elections. Polling was orderly throughout the 
country, with the official government party Partido Revolucionario Institucional 
(PRI) making every effort to keep the elections "honest." In one area, as a meas- 
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ure to prevent voting more than once, "thumb stain" with ink that would not come 
off for four days was used. In districts where trouble was a possibility (such as 
Colima, San Luis Potosi, and the Federal District), heavy concentrations of troops 
were readied to enforce order. They were not needed. Though bad weather was a 
deterrent in many places, there was a significant absence of election-day enthusi- 
asm. Balloting action tended to verify the impression of political apathy when, out 
of a record 9.5 million registered voters, only 6.5 million voted. The PRI made a 
clean sweep of all 178 Chamber of Deputies seats and the five contested gubernato- 
rial offices. Although late returns were not in at the end of July, it was evident 
that the PRI had captured over 86% of the votes. The rightist, Catholic- supported 
Partido Accién Nacional (PAN) took second place, but with a surprising and un- 
paralleled high percentage of over 11% of the votes as an opposition party. The 
pro-Communist Partido Popular Socialista (PPS) received only 1.9%, while the 
other two registered parties--the rightist pro-Catholic Partido Nacionalista de 
México (PNM) and the mild opposition Partido Auténtico de la Revoluci6n Mexi- 
cana (PARM)--received a total of less than 1%. Most large Mexican newspapers 
and the foreign press, including the New York Herald Tribune, the Christian 
Science Monitor, andthe New York Times, hopefully attributed the high per- 
centage of PRI and PAN votes to a stiffening resistance to Communism, especially 
by the increasingly militant Catholic groups. 











The PRI's efforts notwithstanding, the election results were vigorously pro- 
tested as illegal by both the rightist and leftist elements. The strongest protests 
were voiced by PAN officials, who claimed that the PRI was riddled with Commu- 
nist supporters who had infiltrated from Vicente Lombardo Toledano's PPS. They 
also charged that the PRI had listed thousands of voters who did not exist but whose 
votes were counted for the PRI. Lombardo Toledano wrote a lengthy article enti- 
tled ''The Defeat," published in the Mexican magazine Siempre. He called the 
balloting "an anthology of fraudulent elections in the Mexican Republic." He as- 
sailed Catholic Church support of the PAN and PRI and held that, because of the 
lack of people voting and the domination of the electoral machinery by the PRI, the 
election was not a true indication of public opinion. 


In countering these accusations, the PRI, following President Adolfo Lépez 
Mateos' "extremist" warning made at a Freedom of the Press Day dinner June 7 
(HAR, XIV: 481-2), criticized the PAN for extremist Catholic support that included 
the slogan of "Cristianismo si, Comunismo no," which PAN denied using. The 
PPS was charged with having foreign Communist and Fidelista influence. 


The most heated battle in the election occurred in San Luis Potosi, where 
PRI candidate Manuel Lépez Davila defeated the popular independent candidate 
Salvador Nava Martinez in the gubernatorial election (175,000 to slightly over 
45,000 votes). Nava Martinez had been so sure of victory that he had threatened 
to call a general strike in protest if declared defeated, but the heavy police ac- 
tivity of the Army evidently prevented this. In Mexico the PRI counts the votes. 


Political Uproar at Puebla University. Over three months of chaotic extra- 
curricular political activity (HAR, XIV: 481) came to a head at the University of 
Puebla in July. Leftist and rightist groups of students and faculty and most of the 
Puebla population were involved, and the developments elicited powerful reaction 
from the state and federal government. The trouble had begun in April after the 
ill-fated invasion of Cuba, when the leftist sentiment of Puebla University students 
had reached a peak and they were able to install a favorite professor, Julio Gléck- 
ner Lozada, in the post of university president. However, Gléckner received 
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neither state nor federal recognition. The deposed president, Armando Guerra 
Fernandez, left Casa Carolina, the university headquarters, and established him- 
self in a new office from which he directed his Catholic- supported battle to regain 
authority. The Catholics charged that Gléckner was a Communist associated with 
the president of the Puebla branch of the PPS, Victor Manuel Oropeza, whose daugh- 
ter Gloria was president of one of the student pro-Gléckner groups. Oropeza later 
lost as a candidate for federal deputy in the July 2 elections. 


Militant anti-Communistic Catholicism, which was apparently more pro- 
nounced among the citizenry of Puebla than it was among the 300 pro-Guerra 
Fernandez members of the student body,* lost little time in reacting to the leftist 
usurpation of university power. Abelardo Sanchez Garcia, chairman of the Puebla 
Comité Coordinador de la Iniciativa Privada (CCIP) and the local Chamber of 
Commerce, attempted to organize merchant backing and public support for Guerra 
Fernandez, while the Archbishop of Puebla, Octaviano Marquez y Tériz, called for 
anti-Communist action and privately threatened to issue a pastoral letter which 
would provide for excommunication for all Catholics supporting the allegedly Com- 
munist movement. Deposed president Guerra Fernandez and 150 professors on 
July 4 signed a declaration calling for the renewal of classes (which had ceased 
altogether) and declared void any degrees and credentials that had been awarded 
by Gléckner. The CCIP then began running full-page advertisements in Mexico 
City's conservative newspaper Excelsior appealing to state and federal authorities 
to terminate the illegal administration of Gléckner. 


Although the federal government would not intervene publicly, state Gover- 
nor Fausto M. Ortega did. After army units had peacefully occupied Casa Caro- 
lina, ousting the Glockner group, Ortega established a temporary governing council 
of six faculty members (the Consejo del Gobierno Universitario) to replace the 
Consejo de Honor, which had included students. Arturo Fernandez Aguirre, a 
highly-regarded professor and federal judge, was named president of the new coun- 
cil. The group began operations much along the lines that had been followed by the 
Gléckner liberals, revising the university statutes to exclude from office students 
who were members of any church organization such as Accién Catélica, the Opus 
Dei, and the Knights of Columbus, a measure violently opposed by Catholics. 
Overtures from both Governor Ortega and Fernandez Aguirre for CCIP support 
met with little success. Guerra Fernandez led demonstrations against the move 
to liberalize the university. Through the CCIP and the Chamber of Commerce, 
Sanchez Garcia closed the doors of many of Puebla's shops in protest. Everyone 
waited to see what the Archbishop would do about his threatened pastoral letter. 
Fernandez Aguirre reinstated order promptly at the university, but elsewhere in 
Puebla feeling continued to run high. 


Encouragement for Labor Organizations. On July 13 a new collective con- 
tract was signed between representatives of the national petroleum company Petré- 
leos Mexicanos (PEMEX) and the petroleum labor union Sindicato de Trabajadores 
del Petréleo (STP). Workers received an average 10% increase in salary and also 
certain social and economic benefits. The contract was signed by Labor Secretary 
Salom6én Gonzélez Blanco, PEMEX director Pascual Gutiérrez Roldan, and STP 
head Pedro Vivanco. Benefits included salary increases up to 19%, an increase of 
three pesos (12.50 pesos = $1) daily per worker for the savings fund, and an in- 
crease in the compensation of retired workers (including full salary to those who 








* 
The University of Puebla has 4,000 students. 
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had completed 35 years of service to the company or were 55 years of age and had 
completed 30 years of service). The new contract also specified the employment 
of union personnel for work in petrochemical plants and the use of union operators 
for all jobs in which PEMEX engaged. 


In a new contract signed on July 11, the miners' union Sindicato de Traba- 
jadores Mineros (STM) received a salary increase of two pesos per day per miner 
from the company Santa Maria de la Paz y Anexas. The rise in salary and other 
benefits would be retroactive to July 5. 


On July 19 the Agriculture Committee of the U.S. Senate tentatively approved 
a bill to extend the Mexican farm-labor program for two years. The House of Rep- 
resentatives had already approved a two-year extension of the existing bill without 
any material changes. The Kennedy administration backed the extension, but it 
wanted greater authority for the Labor Department in drafting rules to determine 
whether the Mexican workers were needed in various localities. U.S. Secretary 
of Labor Arthur Goldberg reported that 315,846 Mexican workers had been em- 
ployed on U.S. farms in 1960. He said that such numbers interfered greatly with 
the law of supply and demand in the farm-labor market. 


Guatemalan- Mexican Relations. Presidents Lépez Mateos of Mexico and 
Miguel Ydigoras Fuentes of Guatemala met at their countries' common border in 
a show of friendship which included the traditional abrazo. The meeting resulted 
in agreements on the construction of an international highway bridge over the Su- 
chiate River, which forms the Mexican-Guatemalan border on the Pacific side, 
the use of that river's waters by both countries, and mutual commercial exchange. 
However, according to President L6pez Mateos, there was no discussion of inter- 
national politics, a subject on which the two Presidents were known to differ. In 
regard to the methods of combatting Communism, Ydigoras Fuentes was a strong 
advocate of the "fight with bullets’ approach. There was a minimum display of 
formal military power on the Mexican side; an armed escort was not even in evi- 
dence. However, in Guatemala there was considerable military ceremony, includ- 
ing a band and a 21-gun salute. 





In spite of his recent allegations that a Mexican invasion instigated by ex- 
President Cardenas was threatening Guatemala (HAR, XIV: 482-3), the Guatema- 
lan President appeared to be sincerely interested in cementing better relations 
with Mexico. Ydigoras Fuentes and his delegation were also seeking Mexican 
technical aid for medical advancement to fight tuberculosis, advice on improved 
agricultural techniques and agrarian methods, and agreements for public projects 
to construct mutual hydroelectric plants, one of which, Ydigoras Fuentes was in- 
formed, would soon be supplying Guatemalans with electrical power generated 
within Mexico. 


Trend toward Self-Sufficiency in Agriculture. The apportioning of land to 
Mexicans under agrarian reform legislation was gathering momentum. Since as- 
suming office on December 1, 1958, President Lépez Mateos had distributed or 
allotted 3, 701,000 hectares (1 hectare of land = 2.47 acres) of land to farmers. 

On July 12, the President signed an expropriation order to take over 658,897 hec- 
tares of land belonging to two U.S.-owned companies, the Real Estate Company of 
Mexico and its affiliate, the Mexico Land Securities Company. Full payment was 
to be made for the land after a fair price had been determined by a team of apprais- 
ers representing the owners and the government. The property comprised an 18- 
to 20-mile strip stretching across the Isthmus of Tehuantepec from Coatzacoalcos 
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on the Gulf of Mexico to the Gulf of Tehuantepec on the Pacific side. The land was 
to be made available to farmers and colonizers in the state of Oaxaca, either through 
the ejido system or under the colony system established in 1947 by the Federal Col- 
onization Law. The latter system provided for the establishment of agricultural 
colonies on rural land to create new centers of population and to increase crop and 
livestock production. The colonizers purchased the land on easy terms from the 
government. The first large expropriation of land for colonization had been the 
648,853-acre Cananea ranch on the Mexican-Arizona border in 1958 (HAR, XII: 

364, 425). Colonization projects were also being carried out in Campeche, Yuca- 
tan, and Quintana Roo. 


At the June-July meeting of representatives from signatory nations of the 
International Coffee Agreement (see INTERNATIONAL), Mexico was assigned a 
quota of 257,475 bags for the months of July, August, andSeptember. During the 
1959-60 season, Mexico harvested 2,033,000 bags of coffee; a total of 2.5 million 
bags was expected for 1960-61. Coffee stood in second place in the exportation of 
agricultural products (23.03%) and represented 9.67% of total products exported. 
The state of Chiapas produced 37.3% of the national coffee harvest and Veracruz, 
33%. Oaxaca was in third place, with several other states making up the balance. 


The Mexican agriculture department predicted an all-time wheat crop of 
55 million bushels for 1961 with an average yield per acre of 26.2 bushels. No 
wheat imports were anticipated in 1961. Rice acreage was up 7% over 1960, and 
the 358,000 acres devoted to rice production were expected to meet Mexico's re- 
quirements. Sugar had moved into first place in agricultural exports. During 
the first four months of 1961, Mexico exported 267,710 tons of sugar valued at 
$32.5 million. 


Industry and Finance on the Move. The Mexican Government was continu- 
ing to exhaust every means to maintain a healthy balance of payments. Investors' 
Mexican Letter for July stated that during the 1940's the average annual rate of 
Mexico's growth had been 7.5%. During the decade of the 1950's, the average had 
dropped to 5%. This rate of expansion would not be sufficient to offset one of the 
world's most marked population booms, showing a growth rate of over 3% annually. 
Real growth would have to be boosted during the 1960's. Previously, the economy 
had depended on tourism and newly-diversified exports, such as sulphur, cotton, 
and coffee, to maintain a favorable trade balance. However, these supports were 
reaching a limit, and it was necessary to find new sources of revenue. One hopeful 
item was sugar exports, which during the first four months of 1961 exceeded both 
cotton and coffee, traditional crop export leaders. Also, Mexico was slowly emerg- 
ing as an exporter of manufactured goods. It had cheap but productive labor, ample 
raw materials and power, and improved transportation. 








During the week of July 23, Mexican Secretary of Industry and Commerce 
Ratl Salinas Lozano was a guest speaker before a group of 3,000 members of the 
Association of the United States Chambers of Commerce meeting in Chicago. He 
explained Mexican laws regarding the investment of foreign capital, the favorable 
investment climate to be found in Mexico, and the areas in which development was 
needed. 


Late in July, Mexico began receiving financial aid from abroad. The Inter- 
national Monetary Fund granted a $90-million credit, the Export-Import Bank ex- 
tended another $90 million, and the Inter-American Development Bank lent $16 
million. The government also received $215 million in various European credits 
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for its iron and steel, oil, and electrical industries. An Italian banking institution 
lent $9 million for expansion of the iron and steel firm Tubos de Acero de México 
(TAMSA). PEMEX had obtained $37.6 million from seven French banks for a new 
refinery at Mazatlan, which would be Mexico's first West Coast plant; $50 million 
from five French banks for oil and petrochemical equipment; $10 million from a 
French bank for power equipment; $15 million from a European group; and $28 mil- 
lion from Great Britain. 


The Mexican Government began a program to decentralize industry by dis- 
couraging the establishment of any new industry in the Federal District or the 
nearby state of Mexico. The new plans denied the usual tax exemptions to new 
industry that wanted to establish in the overcrowded zone and gave additional tax 
benefits to industry that was willing to set up in the industrially "underdeveloped 
areas of the nation.'' To emphasize the degree of concentration of industry in the 
Federal District, Comercio Exterior supplied the following data: In 1940, some 
3,018 industrial establishments were located in the Federal District, representing 
22% of the national total. By 1960 these figures had risen to 33,000 and 33% respec- 
tively. In 1940 Federal District industries employed some 110,000 workers, or 28% 
of the labor force engaged in industrial activities in the republic. In 1960 the num- 
ber of workers in Federal District industry rose to 1.5 million, accounting for ap- 
proximately 61% of the national total. Wages and salaries paid by that sector in 
1940 amounted to 184 million pesos, or 32% of the total for the country as a whole, 
compared to 8,400 million pesos and 60% of the total in 1960. Capital invested in 
Federal District industry in 1940 amounted to some 1,017 million pesos, represent- 
ing 31% of the national total. That investment had expanded to 36,000 million pesos 
by 1960, or 45% of the total. 





Raw materials processed in the Federal District in 1940 were valued at ap- 
proximately 470 million pesos, or 27% of the total for the country, compared with 
23,000 million pesos and 57% of the total for 1960. The value of industrial produc- 
tion in the Federal District in 1940 was 934 million pesos, taking up 31% of the 
national total. For 1960, the figures were 42,000 million pesos and 56% of the 
country's overall industrial production. In the first quarter of 1961 new corpora- 
tions with a combined capital of 456.1 million pesos were established in the Fede- 
ral District, while existing corporations there raised paid-in capital by 769.5 
million pesos during the same period. The three congested areas of Mexico (the 
Federal District, the state of Mexico, and the state of Nuevo Leén, in which Mon- 
terrey is located) contained 63% of the total industry of Mexico. The government 
warned that such intense concentration in certain areas reacted unfavorably on the 
quantity and quality of services that could be provided in those sections. 


To implement the decentralization program, Lépez Mateos officially opened 
the 160-mile gas line leading from Mexico City to Salamanca in the state of Guana- 
juato. This city lies in the fertile agricultural area known as the Bajio. An ammo- 
nia plant was already being built in Salamanca to produce 200 tons of fertilizer 
daily. The government had also spent 135 million pesos to purchase land and to 
develop two new industrial sites, one in Irapuato, Guanajuato, and the other at La 
Laguna near Torreén and Gémez Palacio. These sites were divided into industrial 
lots with all the requirements for modern industry: railroads, roads, electricity, 
water, and sanitary facilities. The zones had been planned with specific attention 
to the industrial potential of each particular area and to the possible immediate 
market of products. PEMEX had just built a terminal at G6mez Palacio, and the 
National Railways of Mexico were building lines to carry raw products to the new 
industries. The La Laguna zone comprised an area of 25.8 million square feet, 
and the Irapuato zone encompassed 23.1 million square feet. 
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The nationalized Mexican Light and Power Company (91% government-owned) 
announced a decision to spend $125 million on an expansion to supply the demands 
of industry in central Mexico. The Federal District, in which Mexico City is lo- 
cated, must double its electrical capacity every six years; and if present industrial 
and population trends continue, the rate of increase would have to be more rapid. 
By the end of 1960 the company was providing service to 797,000 clients, a 40% in- 
crease over 1959. Nevertheless, some 40% to 50% of the population was still with- 
out electricity. A company statement indicated that the expansion would be financed 
through international credits, reinvestment of profits, and its reserve fund. There 
was an indication that there would be an upward revision of power rates. Before 
nationalization, the government had refused to grant rate increases to the Mexican 
Light and Power Company or to the American and Foreign Power Company subsid- 
iary in Mexico City, and both companies had claimed that as a result they had been 
unable to attract sufficient investment capital to carry out much-needed expansion. 


For the first time, the Mexican Government was beginning to turn its atten- 
tion to the people of the growing middle class, many of whom had savings to invest. 
The Mexican stock exchange was offering common stock of well-known industrial 
companies to the general public through a consortium of investment bankers. The 
"little" investor had always had a distrust of the capitalists and had preferred to 
hoard his money or to invest in real estate. The usual fixed-interest rate on stock 
was 8% plus an additional 4% before stock dividends, where profits warranted. In 
the past year, the steel firm Altos Hornos, TAMSA, Du Pont's new corporation 
Pigmentos y Productos Quimicos,. Plywood Ponderosa of Mexico, and Union Car- 
bide de México had offered their shares to the public for the first time. Even 
Nacional Financiera, the government's powerful development bank, got into the 
act and offered a Series "N" bond, which initially paid a guaranteed 8% plus a 
share in additional profits, and later paid 10%. It was hoped that foreign industrial 
interests in Mexico would put their stock on sale to the Mexican public. 


The 2.2 million underfed Mexicans living in the crowded city slums and in 
shacks on the fringes of the Federal District (which has a total population of nearly 
five million) were not forgotten. To improve their diet and to stop an inflationary 
trend in food prices, the government appointed Roberto Amorés to head a food dis- 
tribution program called Compafiia Distribuidora de Subsistencias Populares (CO- 
DISUPO), which would sell food substantially below prevailing market prices. 
Fifty-six 12-ton trucks were to serve 246 depressed areas each day, covering a 
total of more than 1,000 miles and making 326 stops. A minimum of 50 items con- 
sidered indispenable to the basic diet were offered, each item selling for one peso. 
In most cases the prices were only one-half to one-third the retail price in the 
regular grocery stores. The CODISUPO, which is a branch of the newly-organized 
Compafifa Nacional de Subsistencias Populares (CONASUPO), operated without the 
services of the middlemen, purchased items in large quantities, paid in cash for 
the products, and planned just to break even on costs. The people supported the 
program so enthusiastically that after two weeks the government added additional 
trucks to the fleet, peddling clothing and shoes to the needy at 50% to 75% less 
than regular prices. Amorés insisted that CODISUPO was not operating a relief 
agency nor trying to run the retail merchants out of business. He said that he 
hoped his fleet of trucks, which were distributing 200 tons daily, would force the 
prices of private retailers down to a reasonable level and thus increase their vol- 
ume of business. 


The director of the national border program Programa Nacional Fronterizo 
(PNF), Antonio J. Bermudez, outlined an effective development plan at a dinner in 
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Tijuana before a section of the International Good Neighbor Council. He called 
attention to the rapid growth in population of the nine major Mexican border towns 
between 1950 and 1960, ranging from Matamoros with an increase of 39% to Ti- 
juana with 155%. The national average had been 34%. The total population of the 
nine cities was 1,266,584. Approximately 16 million North Americans and five 
million Mexicans would be directly affected by the economic prosperity of the 
border states. The average per capita income in the Mexican border towns was 
7,885 pesos, or 125% higher than the 3,500-peso average for Mexico as a whole. 
The area showed a favorable 2,026-million-peso trade balance of exports over 
imports in 1960. A development program was to be initiated which would spend 
200 million pesos to help Tijuana and Ciudad Juarez out of their financial difficul- 
ties. Both cities were suffering from skyrocketing population, lack of proper 
water and sanitary facilities, and a dearth of small manufacturing industries. 
Money was also allotted to develop additional tourist facilities and attractions on 
the border, and the Mexican people were encouraged to purchase Mexican manu- 
factured articles. Many tax concessions were being offered to make nationally- 
produced items competitive with foreign imports. 


CENTRAL AMERICA AND PANAMA 


Meeting of Foreign and Economy Ministers. As a prelude to the Inter- 
American Economic and Social Council meeting in Punta del Este, Uruguay, in 
August, the ministers of foreign affairs and of economy from the five Central 
American republics and Panama met in Tegucigalpa on July 21. U.S. representa- 
tives, attending as observers, assured the delegates that the United States would 
provide enough funds to make plans for Hemispheric development effective and 
that it was willing to join in a move to stabilize coffee prices. They affirmed that 
the United States was ready to eliminate "double-taxation" on capital invested 
abroad and that it was willing to allot Alliance for Progress funds according to a 
country's need rather than its size. The tone of the informal meeting, ostensibly 
scheduled to deal with the legal structure of the Organizaci6én de Estados Centro- 
americanos (ODECA), was characterized by the "Declaration of Tegucigalpa," 
in which the Central American countries reaffirmed their aspirations for regional 
economic unity. 





A resolution by the five member countries of ODECA (Panama is not a mem- 
ber) condemning ‘the penetration of Communism in the entire continent" was sin- 
gularly significant. The prized Central American bloc of votes, representing 11 
million people, was expected to be a powerful pro-U.S. factor at the bargaining 
table in Punta del Este. 


New Food Product. Niven Scrimshaw, professor of nutrition at the Massa- 
chusetts Institute of Technology, reported the elaboration of a new food substance 
under the auspices of the Institute of Central America and Panama (INCAP). The 
new product, called Incaparina, would provide a high-protein milk substitute at 
one-fifth the price of whole milk. It was expected that INCAP would continue to 
elaborate the new substance for distribution among the children of the world's un- 
derdeveloped countries. 
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GUATEMALA 


State of Siege Declared. For the third time since taking office on Febru- 
ary 12, 1958, President Miguel Ydigoras Fuentes suspended constitutional guar- 
antees and declared a state of siege (a modified form of martial law) throughout 
the country (HAR, XIII: 440, 771). After the discovery on July 12 of a rebel arse- 
nal consisting of several machine guns, hand grenades, and homemade bombs and 
flame-throwers, officials hastily summoned the President back to the capital from 
an official tour in western Guatemala. According to government sources, the frus- 
trated rebel strategy had called for the seizure of Guatemala City's La Aurora Air 
Base at the same time as a trainload of armed revolutionaries arrived from the 
north. The government reported the capture of those on the train, which swelled 
the total number of arrests to an estimated 150. Of these, at least 100 civilians 
and a handful of nonactive military were to be arraigned in civil courts on charges 
of "rebellion, frustrated sedition, and illegal possession of military equipment." 





Some official sources alleged that the ill-fated civil-military coup had been 
planned by "rightist"'* members of the Movimiento Liberacién Nacionalista (MLN), 
rather than by Fidelistas or Communists. In an effort to implicate the opposition, 
the Ydigorista mouthpiece Diario de Centroamérica alleged that the objections to 
the state of siege decree expressed by the MLN, the Democracia Cristiana Guate- 
malteca (DCG) party, and the Partido Revolucionario (PR) were evidence ipso 
facto of their implication in the plot. Meanwhile, unconfirmed rumors circulated 
which alleged that Ydigoras Fuentes himself had fabricated the plot in order to 
invoke a state of siege. Those who held this view reasoned that the wide powers 
given by Congress to the President during the state of siege made any suspect, re- 
gardless of culpability, liable to arrest without a warrant. The President, it was 
alleged, hoped in this way to bare the threads of any genuine plots still in the form- 
ative stage. It appeared most likely, however, that the July 12 incident was all too 
true for the comfort of the Ydigoristas. 





In the meantime, the government left no stone unturned in ferreting out po- 
litical suspects. Principal among those jailed for investigation from the PR were 
Carlos Sagastume Pérez, former secretary general of the PR, and Antonio Colom 
Argueta, defense counsel for Francisco Augusto Lemus, torture victim of the 
June 10 conspiracy (HAR, XIV: 486-7). Among the nonactive military arrested 
were Colonel Julio Ernesto Niederheitman, of the Frente Unido de Liberaci6én 
(FUL), and Captain Baltasar Aldana Archila, former chief of the Guardia Judicial 
(security police) in the regime of former President (1954-57) Carlos Castillo 
Armas. Luis David Eskenassy (HAR, XII: 592, 654), co-founder and promoter of 
the MLN, was likewise interned. 


The alleged leaders of the coup were apparently fortunate enough to escape. 
It was reported that some had fled to Mexico, while six others had taken refuge in 
foreign embassies. Apparently the refugees were not merely intent upon avoiding 
arrest as political suspects but were particularly anxious to escape trial on charges 
of subversion. Principal among those who sought political asylum were Colonel 
Gonzalo Yurrita Nova, member of the short-lived triumvirate of 1957, who took 
refuge in the Venezuelan Embassy, and Juan Cérdova Cerna, who was granted asy- 





* 
A misnomer; actually, most of the government opposition groups occupy 
varying political positions to the left of Ydigoras Fuentes. 
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lum by the Mexican Embassy. Cdéfdova Cerna, unpopular with the MLN because 

of his break with the Castillo Armas regime in 1956, was transformed into a scape- 
goat. In a press release, the MLN asserted its official innocence of complicity in 
the July 12 plot and promised to expel publicly any member found plotting against 
the government. In an apparent effort to convince the Ydigoristas of its official 
purity, the MLN scathingly declared that Cérdova Cerna was the "intellectual au- 
thor" of Castillo Armas' assassination. 


Cuba Denounced before OAS. Ina strongly- worded note, the Guatemalan 
Government formally denounced the "complete incorporation of Cuba in the Soviet 
bloc" and asked the Organization of American States (OAS) to take the necessary 
steps to defend the Hemisphere from "the lethal danger of international Commu- 
nism." The note, which did not specify the type of action Guatemala wanted, 
charged that the Castro regime had "completely prostituted" the Cuban Revolu- 
tion and had "violated each and every one of the principles contained in the charter 
of the OAS." 





Dominican Republic and Mexico Wooed. President Ydigoras Fuentes' June 
recommendation that the American states renew diplomatic relations with the Do- 
minican Republic "just as soon as possible" because the majority of the Domini- 
can people mourned the death of dictator Rafael Leonidas Trujillo, met opposition 
from Guatemalan congressmen. The chairman of the foreign relations committee, 
Ernesto Viteri Bertrand, requested that the committee pass a resolution designed 
"to keep in force the measures adopted against the Dominican Republic" at the 
foreign ministers' conference of the OAS in San José de Costa Rica in August 
1960. Viteri's proposal, which would undoubtedly come up for further airing when 
Congress reconvened in August, advocated a "wait and see" attitude toward the 
new Dominican regime. 





As a sequel to his meeting with Mexico's President Lépez Mateos on the 
Mexico-Guatemala border (see p. 588), Ydigoras Fuentes praised the Mexican 
seizure of foreign oil interests in 1938. In a televised and filmed interview with 
the Mexican reporter Carlos Denegri, Ydigoras stated that Guatemala was pre- 
pared "to defend its own interests." The President indicated that Guatemala 
would construct refineries and that he had initiated a plan (HAR, XIV: 487) to com- 
bat Communism by giving to the "proletariat and workers. . . all the advantages 
possible within the harmony and economy of the country." 


U.S. Aid Infusion. An Associated Press dispatch released in Guatemala 
under the auspices of La Hora disclosed that the U.S. State Department had an- 
nounced that Guatemala would receive a total of $3,780,000 for several economic 
projects. While it was not immediately revealed through what agencies the money 
would be made available, it was disclosed that it would be administered in collab- 
oration with the International Cooperation Administration (ICA). The various 
Guatemalan projects, mostly in the fields of agriculture, industry, education, and 
public administration, would have to be approved by the ICA before financing. 





Relief from high rents was in sight for a substantial number of Guatemala 
City's poor. The private firm Urbanizadora announced its pilot low-cost housing 
project, called El Milagro, and indicated that a similar project would be dupli- 
cated in another part ot the Guatemala City suburbs. El Milagro, situated in the 
picturesque southwest sector of the capital, would consist of a minimum of 5,000 
houses. The houses and their accompanying lots would sell for 730 to 850 quetza- 
les (1 quetzal = $1) on very moderate monthly terms. The company expected to 
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accelerate its building program with aid from the Inter-American Development 
Bank. It was also anticipated that the Guatemalan Government would eventually 
share a portion of the construction costs. In the meantime, to prevent further 

rent spirals, the government froze existing rates. 


It was announced that the Cooperative for American Remittances to Every- 
where (CARE) had turned over $25,000 worth of equipment to Guatemala's agri- 
cultural extension department. The equipment would be used in rural areas in 
conjunction with the work of 4-S Clubs, the local equivalent of the U.S. 4-H Clubs. 


Coffee Plantation Fiasco. When ex-dictator Jorge Ubico expropriated 88 
German coffee plantations in 1941, the Guatemalan Government became the owner 
of one-third of the country's largest industry. However, during the past decade, 
owing to a combination of gross mismanagement and depressed coffee prices, the 
net earnings of the expropriated properties had dropped from the original high of 
$1.3 million a year to the present accumulated deficit of $6.8 million. Sensing 
that the time had come to extricate the government from the coffee business once 
and for all, Ydigoras began selling coffee plantations at bargain prices to the 
former owners, their heirs, or friends. At the end of the month, the President 
still had about 60 plantations to sell. 





Electrical Parts and Appliance Factory Planned. With a capital investment 
of 60,000 quetzales, of which 54,000 quetzales were national and the rest foreign, 
Industria Eléctrica Centroamericana was expected to begin operations in the near 
future. The company reportedly would employ more than 100 Guatemalans and 
would manufacture a variety of articles such as light bulbs, neon lamps, and small 
electrical parts and appliances. One of the immediate benefits derived from the 
new industry would be the production of light bulbs for 12¢. Imported bulbs cur- 
rently cost the Guatemalan retailer 18¢. 





Sugar Production Up. It was estimated that the 1960-61 sugar crop would 
reach a total production of 1,810,000 quintales (1 quintal= 100 lbs.). This esti- 
mate was an increase of 300,000 quintales over the five-year average of 1955-60. 
However, since the rate of sugar consumption had increased 6%, 1,620,000 quin- 
tales of the current crop would be needed for domestic consumption. This would 
leave a balance of 190,000 quintales for export--10,000 quintales short of the U.S. 
quota allotted to Guatemala. 





EL SALVADOR 


"Communist" Conspiracy Nipped. Close on the heels of a long-overdue 
social reform program (HAR, XIV: 204-5, 490), the Civil-Military Directorate 
announced on July 20 that it had squelched a nationwide Communist plot. The 
official communiqué, a lengthy document, was notably lacking in details of the 
incident. Apart from the fact that subversive activities by "elements of known 
Communist affiliation" were said to have been repressed and "large quantities of 
Marxist propaganda" confiscated, the entire episode appeared to be draped in an 
official cloak of secrecy. The Directorate indicated that its action was precipi- 
tated by a press cable from Mexico on July 19 charging the Directorate's alleged 
repression of 400 Salvadorean labor leaders and urging international labor to or- 
ganize a concerted campaign against the Salvadorean Government. The govern- 
ment also alleged that a Havana radio station had made a similar charge on the 
same day. 
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In the meantime, 18 Salvadoreans were exiled to Nicaragua for having pub- 
lished articles demanding free elections. The exiles reported from Managua that 
Salvadorean jails were full of political prisoners and that "freedom of expression 
is totally suppressed." Moreover, the exiles regarded the alleged Communist 
plot as a political maneuver on the part of the Directorate to consolidate its power. 
It appeared that the press coverage had been confined to the official version of the 
incident, reporting by way of detail only the discovery of a small cache of arms. 
There was, in fact, adequate reason to believe that the Directorate was threatened 
from both right and left. The social and economic policies of the new government 
had stolen the thunder from the leftist agitators who had been trying to propagate 
Fidel Castro's revolutionary programs. On the other hand, wealthy coffee grow- 
ers moaned that the recent rural workers' protective law (HAR, XIV: 490), pro- 
viding an eight-hour day for farm workers, a minimum wage of 60¢ a day, and 
other benefits, would drive them out of business. Meanwhile, those who stood to 
benefit most from the social reform measures were solidly behind the Directorate. 


Electoral Council Schism. The Directorate's noncommittal attitude in the 
face of growing demands for the promulgation of the newly-proposed electoral law 
(HAR, XIV: 301) aroused the ire of certain politicians. When the government 
failed to ratify the proposed law by June 30, both the Partido Demécrata Cristiano 
(PDC) and the Partido Acci6én Democratica (PAD) retaliated by bolting the elec- 
toral council. In prepared press releases, both the PDC and the PAD expressed 
their lack of confidence in the de facto government for its failure to promote con- 
stitutional elections. Moreover, the PDC alleged that the "delaying tactics" of the 
Directorate had created a political atmosphere favorable to the spread of Commu- 
nism. On the other hand, the Partido Accién Renovadora (PAR) chided the PDC 





and the PAD for their withdrawal, stating that the struggle for continued suffrage 
and the celebration of early elections demanded their continued presence on the 
council. Meanwhile, the PAR, fearing a resurgence of the Partido Revolucionario 
de Unificaci6n Democratica (PRUD) as an official party, protested the appointment 
of Prudistas to public offices. 


National Coffee Company's Charter Invalidated. The Directorate ordered 
drastic changes in the 1942 law under which the Compafiia Salvadorefia de Café 
was setup. It declared that the company, which had supposedly been established 
as a public utility to regulate internal coffee prices in harmony with quotations on 
the international market, had failed in its original objectives, becoming instead 
"an independent business company" controlled by stockholders and a powerful 
board of directors, which had denied badly-needed credit to small- and medium- 
class coffee growers. It was pointed out, however, that the reorganization of the 
company would not jeopardize shareholders' investments, but would rather facili- 
tate a salutary partnership of government and shareholders at the board of direc- 
tors' level. Skeptical over the prospects of government intervention, the company 
sought a writ of relief from the Supreme Court to nullify the decree-law that gave 
the government controlling powers. The company asserted that the decree was un- 
constitutional, since it violated the principles of free bargaining and private enter- 
prise. However, the Supreme Court ruled to uphold the constitutionality of the 
decree, pointing out that no single tribunal or judge has the authority to declare a 
law unconstitutional and that a government is sovereign within its own territory to 
create, modify, or repeal laws in the national interest. It thus appeared that in 
the future, coffee exports, which represent 78% of El Salvador's commerce, would 
be subject to complete government control. 
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Serious Maize Shortages Reported. El Salvador's dwindling production of 
maize, the staple of its 2.5 million poor people, presented a serious economic and 
social problem. The immediate solution called for the importation of 11 million 
lbs. to curb price spirals. The long-range solution would be more complicated. 
In the past nine years, maize imports had nibbled 45.6 million colones (2.5 colo- 
nes = $1) from the favorable trade balance created by coffee exports. Moreover, 
arable land was at a premium, and the population had grown, with a high percent- 
age reportedly suffering from malnutrition. In the meantime, the food-control 
agency Instituto Regulador des Abastecimientos was blamed for not stimulating 
greater maize production. 





U.S. Aid. Economic Minister Rafael Glower Valdivieso negotiated loans 
from the United States totaling $35,250,000. Of the credits, $27,250,000 were ne- 
gotiated in Washington through the International Monetary Fund, the U.S. Treasury, 
and the Export-Import Bank. Private banks extended another $8 million credit on 
a short-term basis to facilitate imports. It was anticipated that the loans would 
help to guarantee the stability of the col6én, thus making foreign and national invest- 
ment more attractive. Moreover, it was expected that a loan totaling nearly $21 
million would soon be negotiated with the Inter-American Development Bank for 
the advancement of agriculture and industry, the construction of highways and tele- 
communications, and other necessary projects. 


Financed by some $500,000, construction was under way on 231 low-cost 
houses. Of these, 136 were in the crowded capital city. The remainder would 
be built in secondary cities. Each residence would cost about 6,000 colones and 
would be made available on long-term payments. In a small measure, this would 
help to alleviate the problem of high rents in the middle and low income brackets. 


The United States agreed to aid El Salvador with technical advice on agricul- 
tural and industrial development. The International Cooperation Administration 
agreed to increase its staff of agricultural technicians in El Salvador to 15. Pre- 
sumably the maize situation would be subject to intensive scrutiny. Moreover, in 
the next two years, El Salvador's Centro de Productividad Industrial would re- 
ceive U.S. assistance on technical and management problems in commerce and 
industry. 


HONDURAS 


Support for Swan Islands Claim. In July Tegucigalpa was the scene of a 
conference of the foreign and economic ministers of the five Central American re- 
publics and Panama (see p. 592), who agreed on a concerted program for the meet- 
ing in August of the Inter-American Economic and Social Council. Those present 
reportedly expressed support for Honduras' claim of sovereignty over the Swan 
Islands (HAR, XIII: 779). Honduras had long disputed ownership of the two islands 
with the United States, which has a radio station on the larger island. However, 
the issue, a nationalist hot-potato, had been played down since Honduras broke re- 
lations with Cuba in April. 





Border Development Plan. The resettlement and development of the terri- 
tory formerly disputed by Honduras and Nicaragua but awarded by the World Court 
in November 1960 to Honduras (HAR, XIII: 779) was placed under the direction of 
a special bipartisan committee. The committee secretary, Virgilio Zelaya Rubi, 
reported that plans had been laid for the full development of the region in "the 
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shortest possible time." The plan called for a network of roads, as well asschools, 
clinics, and banking facilities. Technical agricultural help and aid in purchasing 
equipment, seed, and livestock were to be facilitated by the government through 
special agencies. Inhabitants of the region have traditionally existed at a very low 
subsistence level. 


Puerto Rican Aid. A special Puerto Rican advisory committee led by Treas- 
ury Secretary José Ram6én Noguera was sent to Honduras at the request of Presi- 
dent Ramé6én Villeda Morales to advise in the formulation of a budget administration 
reform program. Although Noguera was unable to remain in Honduras, the com- 
mittee was to continue in Tegucigalpa to help revise the methods, planning, account- 
ing, and organization of the nation's fiscal departments. 





Water Resources Office Created. Congress approved the establishment of 
the Servicio Nacional de Acueductos y Alcantarillados, which was to undertake the 
planning, construction, coordination, and maintenance of water supply and drain- 
age services throughout the country. It was hoped that the establishment of this 
over-all control board would eliminate isolated minor projects, avoid duplication 
of effort, and thus consolidate attempts for the creation of a more extensive and 
effective program. 





Agriculture: Thefts and Losses. Tegucigalpa's radio-television station 
HRG-TV announced the discovery of a "vast coffee export swindle" in July. It 
charged that government officials had been importing Salvadorean coffee and re- 
exporting it as Honduran coffee without paying customs duties and claimed that 
if these duties had been paid, the Honduran treasury would have been richer by 
over 3 million lempiras (2 lempiras = $1). 





Heavy rains during the coffee blooming season in March caused a reduction 
in the 1961 crop. However, coffee exports were expected to remain at the 1960 
levels. Cut-backs made by fruit companies and the damage caused by Hurricane 
Anna were expected to curtail banana exports for the year. 


New Industries in San Pedro Sula. Honduras' first powdered milk plant 
was inaugurated in San Pedro Sula in July. Enough powdered milk to supply some 
50,000 persons was to be produced. The United Nations International Children's 
Emergency Fund (UNICEF) provided $220,000 of the $570,000 needed to set up the 
plant. Pasteurized milk, cheese, butter, and other milk products were to be pro- 
cessed, thus opening a new market for dairy farmers in the region. This was 
UNICEF's fourth dairy-products plant established in Central America. Other 
plants were located in Nicaragua, Costa Rica, and El Salvador. 





A new brewery, the Cerveceria Carta Blanca de Sula, was under construc- 
tion in San Pedro Sula. Capital was being contributed on a 50-50 basis by Hondu- 
ran and Mexican interests. Carta Blanca is a Mexican company. 


Progress in Elementary Education. Marked progress in primary school 
enrollment in Honduras was reported by the U.N. Educational, Scientific, and 
Cultural Organization (UNESCO). Oscar Vera, coordinator for the UNESCO proj- 
ect to extend and improve primary education in Latin America, reported a 40% 
increase in enrollment during the last three years. 
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NICARAGUA 


Election Controversy. Discussion following the meeting called by Arch- 
bishop Alejandro Gonzalez of Managua to consider procedures for the 1963 presi- 
dential elections (HAR, XIV: 492-3) continued to occupy the attention of the lead- 
ing contenders. President Luis Somoza Debayle stood by his declaration that 
technicians or observers from the Organization of American States or the United 
Nations would be acceptable and could give assistance but that they would not be 
given supervisory authority over Nicaraguan officials nor over the National Guard. 
He affirmed that to give such authority to foreigners would dishonor Nicaraguan 
sovereignty. Conservative Party president Fernando Agiiero charged that Somoza 
was insincere in his allegations and was seeking only to keep control of the country 
in the hands of the Somoza family. 





The matter of the occupation of Nicaragua from 1926 to 1933 by the U.S. 
Marines was again brought up in charges by Agiiero that the late dictator Anastasio 
Somoza Garcia had been launched as the national strongman by the Marines, His 
son, the present President, countercharged that the Conservative Party had invited 
the Marines to enter the country and had thus surrendered national authority to a 
foreign power. 


Police Brutality Charged. Aguero published an open letter to the President 
reporting the persecution of Guillermo Bricefio, a shoemaker who was arrested 
by the National Guard, tortured, and later released. In other instances of police 
brutality, high school student Francisco Ivan Ortega Bonilla told the Managua news- 
paper La Prensa that he had been subjected to cruelties and had been warned that 
he would never see his family again unless he signed certain false reports. Alleg- 
edly without warrant or other court order, the home of Manuel Suarez Lépez in 
Managua was searched and various articles confiscated; no receipt was left for the 
articles taken, which included three radios, two watches, a typewriter, electric 
fan, spare tire, and other items. The search was carried out in the late morning 
when Suarez was away. His wife was allegedly mistreated when she attempted to 
prevent police from entering the house. 





Revolutionary Invasion Reported. In its news broadcast "Palabra de Costa 
Rica," the Costa Rican radio station Monumental reported that Nicaraguan rebel 
leader Indalecio Pastora (HAR, XIII: 94, 168, 781) had re-entered Nicaragua. He 
was said to have appeared in Segovia Department at the head of a number of men, 
where he seized arms and disappeared into the rugged mountains, apparently with 
the intention of carrying on guerrilla warfare against the National Guard forces. 
According to the report, roads were being guarded, and press censorship had 
been re-established. Pastora's last attempted rebellion had ended with his arrest 
in the mountains of northern Costa Rica. He had later been released by Costa 
Rican authorities and had taken refuge in El Salvador. 





Coffee Outlook Favorable. In July it appeared that the coffee crop pros- 
pects would be at least as good as the fine crop of 1960-61. An instant coffee 
plant which opened in February was expected to export the equivalent of 35, 000 
bags of unroasted coffee of the 1960-61 crop and increase exports to about 60,000 
bags of the 1961-62 crop. 
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COSTA RICA 


Resistance to Communism Displayed. The stiffening of the Costa Rican 
Government's opposition to Communism was demonstrated in certain events dur- 
ing July in San José. By a vote of 38 to 2, the Legislative Assembly declared the 
Costa Rican Socialist Party illegal after receiving word from the electoral tribu- 
nal that 30% of the party's members had previously been registered members of 
the outlawed Communist Party of Costa Rica. 





Police force detectives inspected the office of Prensa Latina, the anti-U.S. 
Cuban press agency, confiscating large quantities of Communist subversive liter- 
ature on which the hammer and sickle was clearly displayed. One pamphlet al- 
legedly contained statements in favor of firing-squad "pared6én" justice as prac- 
ticed in Cuba, and another called for a march on San José. Court action later 
revealed that the investigation of Prensa Latina had been ordered by Interior 
Minister Joaquin Vargas Gené. 


Political Deal Claimed; New Parties Proposed. Presidential candidate 
Francisco Orlich, of the Partido Liberaci6én Nacional (PLN), and his opponent 
Otilio Ulate, of the Partido Unién Nacional (PUN), became embroiled in a fight 
in July over charges by Ulate that Orlich had made a political agreement with ex- 
President (1944-48) Rafael Angel Calderén Guardia when the two were seen to- 
gether at the Mexico City airport. Ina series of charges and countercharges, 
each portrayed the other as guilty of secret political maneuvering. Orlich ap- 
peared to have the stronger position because Ulate had joined with Calderén Guar- 
dia's Republican Party in 1957 in support of incumbent President Mario Echandi, 
even though Calderén Guardia had refused to permit Ulate to assume the Presi- 
dency after his election in 1948. Meanwhile, Republican Party members were 
restive over the silence of Calder6én Guardia and inserted numerous advertisements 
in San José newspapers calling for him to accept the party's nomination for Presi- 
dent. Nevertheless, he kept silent and remained in Mexico, where he was reported 
to be undergoing treatment for serious eye trouble. 





An application for the registration of a new Partido Agrarista was rejected 
by the electoral tribunal because 300 names on the application had appeared pre- 
viously on other party lists. A two-page newspaper advertisement proposed the 
formation of a new political party to be called the Partido Alianza Nacional. The 
party's program would call for national unity to facilitate progress and the solu- 
tion of the economic problems presently facing the nation (HAR, XIV: 494). Among 
the 150 sponsors were Ricardo Castro Beeche, conservative editor of the San 
José daily La Nacion, and Dr. Alberto Oreamuno Flores, a prominent surgeon 


who had been a candidate for nomination as President on the opposition ticket of 
1958. 


Loans Announced for San José Water Supply. Two loans totaling $8 million 
were authorized for the improvement and expansion of San José's deficient water 
supply. The Export-Import Bank was to loan $4.5 million for the purchase of e- 
quipment in the United States, and the Development Loan Fund was to extend $3.5 
million to help in the financing of local costs. Plans included a 12-mile aqueduct 
to bring water from the Blanco River east of San José, plus a water treatment 
plant and 25 miles of distribution mains. 
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PANAMA 


Fidelismo Flare-up. Fourth of July celebrations in Panama, supported by 
many Panamanian civic and official organizations, were carried out almost with- 
out incident. Heavy rains in Panama City dampened the ardor of most potential 
anti-U.S. demonstrators, although rocks smashed the windows of a few business 
establishments along Avenida Central. The only manifestation of revolutionary 
spirit occurred in the interior town of Los Santos, where residents awoke on the 
Fourth to find Cuban flags flying from the town hall and the slaughterhouse. 





A little more than a week later, however, a veteran of the 1959 Cuban- 
sponsored Cerro Tute revolution (HAR, XII: 602) caused an explosion, figura- 
tively and in fact, that produced headlines in Panamanian tabloids for the re- 
mainder of the month. On the evening of July 12, Polidoro Pinz6én had the mis- 
fortune to blow himself up while constructing crude bombs and other terrorist 
artifacts. According to newspaper accounts, the explosives had apparently been 
intended for the use of a recently-organized Fidelista group, the Vanguardia de 
Acci6én Nacional (VAN). After searching Polidoro's demolished apartment, the 
National Guard converged on the nearby headquarters of the VAN and took 94 of 
its members into custody for questioning. The list of those arrested read some- 
what like a Who's Who of Panamanian revolutionaries. Almost everyone who had 
been openly involved in seditious activity since the Tute mountains uprising was at 
the VAN headquarters when the police arrived. Among the more prominent mem- 
bers hauled off to jail were Panama City councilmen Alvaro Menéndez Franco and 
Alonso Pinz6n, whose anti-U.S., pro-Cuban demonstrations had caused the gov- 
ernment considerable embarrassment in April (HAR, XIV: 307) .* 


The fact that the VAN had become the nucleus of Fidelista activity in Panama 
had been revealed earlier in the month. On July 4, the National Guard had raided 
a warehouse not far from VAN headquarters. In it they had found over a thousand 
U.S. Army field jackets, some Cuban propaganda, and a few loaded machine gun 
clips. About 300 of the jackets still bore the insignia patch "U.S. Army," although 
the others could have been legitimate surplus. It was never established that the 
jackets actually belonged to VAN. When the National Guard entered the warehouse, 
however, the clothing was being guarded by two members of the organization. Both 
of them were arrested, along with a third who had been loitering on the street out- 
side. It was later discovered that the man caught outside had been driving a car 
which was registered to Jorge Turner. The latter, a lawyer and vice-president of 
the newsmen's association Sindicato de Periodistas, and one of the most prominent 
members of the VAN, immediately obtained the release of the captives and dis- 
claimed any connection between the jackets and the VAN. 


Newspaper reports of the incident the next day brought the Arias family into 
the picture. The tabloid La Hora, edited by Roberto Arias Guardia (leader of the 
Cerro Tute revolt) and owned by his father, Harmodio Arias Madrid, made light 
of the whole affair. It reported that Roberto's uncle, Arnulfo Arias Madrid, had 
bought the jackets to outfit the employees on his coffee plantation. Other newspapers 
reported that Arnulfo had once contracted to buy about 300 of them from a free-lance 
surplus dealer. The story could have been a bold smokescreen tactic; both Arnulfo 
and Roberto had long been labeled opportunistic demagogues capitalizing on the Fi- 
delista movement. 





*It was incorrectly reported in HAR, XIV: p. 307 that Gabriel Duque had been 
instrumental in the rescinding of Jorge Turner's jail sentence; nor is Sr. Duque a 
member of the newsmen's association. 
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Conjecture over the extent and significance of VAN activities occupied news- 
writers for the rest of the month. By reiterating the morbid details of the Pinzén 
case, they were able to attach more significance to the organization than was prob- 
ably valid. It was alleged that VAN had grandiose plans for a "night of Red terror," 
reportedly to coincide with the Cuban celebrations on July 26 (see CUBA). Pinzén 
was made something of a national hero, and even top administration officials la- 
mented the death of the "patriotic though misguided" youth. Other Cerro Tute 
veterans became heroes by association. 


There was some evidence that the VAN did not appreciate all the publicity. 
Menéndez Franco left Panama on a trip to Cuba within a week after the explosion. 
About the same time, a stink bomb was hurled into the home of Jorge Turner. It 
was generally assumed that the incident had been staged in order to make it appear 
that Pinz6én was assassinated by members of a recently-organized anti-Castro and 
anti-Communist group of businessmen, Comando de la Libertad. 


Political Parties: Expiring and Aspiring. Political party activity had his- 
torically been negligible in Panama until about a year before a presidential elec- 
tion. Despite the fact that the next elections were not scheduled until 1964, the 
two principal opposition parties suffered a considerable loss of prestige when 
several of their top directors resigned en masse. The resignations were sub- 
mitted by regional and district leaders of both the Coalicién Patriética Nacional 
(CPN) and Resistencia Civil Liberal (RCL), who claimed that they had not been 
allowed sufficient freedom to oppose the present government's “abuses and in- 
justices."" The ex-members of Victor F. Goytia's RCL intimated that they might 
form a new party, to be called the Partido Liberal Independiente. 





The dissidents' charges were probably justified, for the constantly-feuding 
factions of the ruling plutocracy had, since about January 1961, exhibited a re- 
markable spirit of togetherness. At this time, most political parties tended to 
align themselves behind the government in response to President Roberto F. 
Chiari's warnings of creeping Fidelismo and social unrest. 


The Socialist Party, which the electoral tribunal had refused to recognize 
in 1960, announced that it would hold a special organizing assembly on July 30. 
To be legally registered in Panama, a party must be able to record the signatures 
of 5,000 adherents. Previous attempts to register the party, headed by Isaias 
Sanchez Barnett, had apparently fallen short of the mark. 


Cuban Embassy Fracas. Although no "night of Red terror" took place on 
July 26, the day was not without excitement. A demonstration in front of the 
Cuban Embassy in Panama City culminated in a display of the Panamanian, Cuban, 
and Soviet flags, followed by a burning of the Russian flag. The Cuban chargé 
d'affaires was finally provoked into firing his pistol from an embassy window. He 
was soon forced to retreat from the window by a barrage of rocks and bottles of 
red ink. The next day he complained to the Panamanian Government about the 
damage to the embassy building and to Cuban dignity. Officials declined to com- 
ment, and the matter was referred to President Chiari for disposition. 





Central American Trade Negotiations. Finance Minister Gilberto Arias 
and Foreign Minister Galileo Solis traveled as observers to the meeting of Cen- 
tral American finance and foreign ministers in Tegucigalpa (see p. 592). Their 
purpose in attending the meeting was ostensibly to publicize to Panamanian busi- 
nessmen the government's desire to join the Central American Common Market. 
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Newspapers editorialized, however, that their major objective was to arrange a 
united front with the Central American republics for the August conference of the 
Inter-American Economic and Social Council in Punta del Este. They believed 
that a bloc of countries would have more power in bargaining for a good slice of 
President Kennedy's Alliance for Progress pie. 


It was rumored that officials from Costa Rica and Nicaragua would arrive 
in August to sign a mutual preferential trade agreement with Panama. There was 
no statement concerning a possible conflict of such a treaty with Panama's an- 
nounced desires to participate in the Central American Common Market. On the 
contrary, Finance Minister Arias has campaigned actively for both, as well as 
for a third trade pact with the United States. 


New School of Journalism. It was announced that a school of journalism 
had been established at the University of Panama. Gil Blas Tejeira, a columnist 
for El Tiempo de Panama and a close adviser to former President Ernesto de la 
Guardia, was asked to write an introductory text. He had recently been appointed 
Ambassador to the Vatican. 








THE CARIBBEAN 


CUBA 


Single Revolutionary Party. July 26, the anniversary of Fidel Castro's 
Movimiento 26 de Julio, was celebrated throughout the island with sports events, 
parades, and rallies. Soviet cosmonaut Major Yuri Gagarin was the guest of hon- 
or in Havana. He was decorated with Cuba's highest honor, the newly created 
Order of Playa Girén (named after the beach where the Cuban militia defeated the 
U.S.-backed counterrevolutionary invasion in April). Soviet MIG jet fighters were 
in the air over Havana in the first official display. 





The keynote of Premier Castro's July 26 speech was the announcement of a 
single revolutionary party, the Partido de la Revolucién Socialista (PRS). Castro 
emphasized the theme of strength through unity, saying that the PRS would em- 
brace all revolutionary organizations, presumably meaning youth groups, the mili- 
tia, and the like, as well as political bodies. He was vague, however, on the in- 
ternal structure of the party, saying that it would take time to incorporate all the 
organizations and that the PRS was still in the process of formation. It was ex- 
pected that Castro would become secretary general of the PRS. 


The groundwork for the PRS had been laid during preceding months by an- 
other body, the Organizaciones Revolucionarias Integradas (ORI). The ORI had 
effected the fusion of the Communist Partido Socialista Popular (PSP) and Castro's 
own Movimiento 26 de Julio. Among the coordinators of the ORI had been PSP ex- 
ecutive secretary Anibal Escalante and Wilfredo Rodriguez of the Movimiento 26 
de Julio. According to the New York Times, the ORI had set up directorates for 
Cuba's six provinces as well as for cities and towns. 





The relative weight that members of the Communist Party would carry in 
the PRS was a major cause for speculation. The opinion of Joseph P. Morray, a 
leftist writer living in Cuba, was that the PRS would probably bring top Commu- 
nists into the government sooner or later but that this move would not signal any 
change in policy. He reasoned that non-Communist ministers under Castro's 
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leadership had undertaken the Revolution's radical reforms, which subsequently 
had been pronounced "correct" by the world Communist movement. Furthermore, 
Morray believed, Castro would never accept, nor would the Communists ask him 
to accept, subordination to their collective judgment, since it was his habit to 
make personal decisions on all important questions. 


There was evidence, however, that Castro and Minister of Industry Ernesto 
(Che) Guevara were following their own "line" with regard to other revolutions 
in Latin America. In an article in the magazine Verde Olivo in April, Guevara 
had mildly criticized certain "progressive groups" which had not learned from 
previous mistakes. He was evidently referring to the general Communist aim in 
Latin America, which was designed to place key men in the labor unions while 
ignoring the revolution of rising expectations among peasants. It was probable 
that the Communists with first loyalties to Moscow and the Fidelistas were in the 
process of working out a policy which both could agree to follow. Meanwhile, 
there were evidences that the theory-policy fight between Peking and Moscow was 
being scrutinized carefully in Havana. 





New Laws. Several new laws were approved by the Cuban Council of Minis- 
ters. Pensions were established for those disabled and the families of those who 
were killed during the April invasion. An appropriation of 6,268,760 pesos (1 peso = 
$1) was made to compensate private schools nationalized in May (HAR, XIV: 408-9), 
and a board to administer national scholarships for peasants and urban slum chil- 
dren was set up. 


U.S.-Cuban Relations: Continued Battle. Tempers in the United States and 
Cuba flared over the hijacking of several Cuban and U.S. planes. Early in the 
month, defectors from the Castro regime flew three crop dusters belonging to the 
Instituto Nacional de la Reforma Agraria (INRA) to the Florida Keys. At about 
the same time, the pilot of a Cuban DC-3 was forced at gun point to fly his plane 
to Miami. A Cuban militiaman who resisted the hijacker was wounded by gunfire. 
Thirteen of the 16 passengers aboard the plane asked for and were given asylum 
in the United States. Soon after each of the four planes landed, it was seized un- 
der a writ of attachment by the Erwin Harris Advertising Company of Miami. 
Harris, who claimed the Cuban Government owed him $429,000 for a tourist- 
promotion campaign he ran in 1959-60, had previously impounded other planes, 
including the airliner which brought the Cuban delegation to the United Nations in 
September 1960 (HAR, XIII: 605). In July, Harris also put a lien on a lard ship- 
ment destined for Cuba (see below). 





Cuba soon found opportunity to retaliate when a second U.S. plane was hi- 
jacked (a U.S. plane hijacked earlier in the year had been returned without inci- 
dent). On July 24, a Cuban-born, U.S.-naturalized citizen, Wilfredo Roman Or- 
quendo, ordered the pilot of an Eastern Airlines Electra jet with 33 passengers 
and 5 crew members aboard to fly to Cuba at gun point. All evidence indicated 
that Orquendo had planned the act himself, but the U.S. Federal Bureau of Inves- 
tigation leaked information that his escapade might be part of a plot by the July 26 
Movement in the United States to hijack five U.S. planes. Temporary security 
measures were instituted at a number of airports as a result. The Electra's 
crew and passengers were soon back in the United States (minus the hijacker, 
against whom charges had been made in absentia in a U.S. court). The plane, 
however, according to Castro, was going to stay in Cuba until the United States 
agreed to return all Cuban planes taken there in the future. Some U.S. congress- 
men reacted emotionally, demanding that the Marines be sent in if Castro did not 
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hand over the $3.5 million plane immediately. Castro countered by appealing to 
the Security Council of the United Nations. He said he would place the disposition 
of the Electra in the hands of that body to prevent the incident's being used as a 
pretense for U.S. aggression. Nevertheless, both Havana and Washington seemed 
eager to reach an amicable agreement, and it looked at the end of July as if the 
matter would be resolved peacefully. 


In another move, the U.S. Government attempted to sponsor a free airlift 
for some (according to U.S. sources) 20,000 Cubans holding U.S. visas and want- 
ing to go to the United States. The government planned to spend a total of $350,000 
to charter ten Pan American flights, which would bring over approximately 1,000 
persons daily. However, Cuba quashed the plan. It gave permission to Pan Amer- 
ican, the only U.S. airline still flying to Cuba, to increase its daily schedule from 
one to two flights, but no more. 


Cuba in Exile. The exile colonies in Miami and elsewhere continued to con- 
stitute a financial burden for the surrounding communities and the U.S. Govern- 
ment. To help relieve the situation, the Pentagon announced that Cuban exiles 
could enlist in the U.S. Armed Forces. 





Exile groups continued to multiply. There were already an estimated 160 
to 200 different organizations, most of which had headquarters in the Miami area. 
One group, the International Brigade, was reportedly training small guerrilla units 
in the Everglades to make raids on Cuba. More significantly, Evelio Duque, an 
underground leader who had led some guerrillas in the Sierra Escambray in the 
early months of 1961 (HAR, XIV: 130-1, 215), made his way to Miami from Cuba 
to initiate a fund-raising campaign. 


The threatened split in the exile Movimiento Revolutionario del Pueblo (MRP-- 
HAR, XIV: 499) culminated in the dismissal-resignation of MRP coordinator general 
in exile, Manuel (Manolo) Ray. The MRP underground leaders who had disagreed 
with Ray's stand vis-a-vis MRP participation in a coalition underground organiza- 
tion dismissed Ray as their representative in exile. Ray then officially resigned 
his post. * 


Negotiations to exchange captives (taken in the April invasion) for tractors 
continued, although the "Tractors for Freedom" committee backed by President 
Kennedy had disbanded in June (HAR, XIV: 499). A new group emerged from the 
exile camp, the families' committee for the liberation of Cuban prisoners of war, 
Comisi6n de Familiares Pro-Liberacién de Prisioneros de Guerra Cubanos. Os- 
tensibly formed by relatives of the captives, the families' committee had on its 
board of directors such big names as sugar magnate Julio Lobo and José M. Bosch, 
president of the Bacardi Rum Company. The families' committee tried unsuccess- 
fully to get the Tractors for Freedom committee to turn over the funds it had col- 
lected. It did, however, get an invitation from the Cuban Government to send a 
negotiating team of three to Cuba along with the returning prisoners' delegation 





- 

It was mistakenly reported that the five members of the MRP who left that 
organization following the MRP's split with the Revolutionary Council in May had 
joined the Frente Revolucionario Democratico (HAR, XIV: 407). They did not 
join any other group. 
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(HAR, XIV: 405, 499).* The committee members who went to Havana were chair- 
man Alvaro Sanchez, a former owner of extensive cattle and sugar interests in 
Cuba, whose son was a prisoner; secretary Ernesto Freyre, a lawyer; and Virgi- 
nia Betancourt de Rodriguez, wife of one of the captives. The results of the drive 
of the families' committee remained to be seen. 


U.S. congressman Victor L. Anfuso (Dem., New York) proposed the forma- 
tion of a Cuban Government in Exile to be recognized by Washington. The Cuban 
Revolutionary Council boycotted a meeting called by Anfuso on July 26, and the 
White House said it would not recognize any so-constituted exile government. An- 
fuso had been the guest of Haitian President Frangois Duvalier in April, when he 
had relayed to Washington the offer of a naval base in Haiti, 40 miles from Cuba 
(HAR, XIV: 320). In his latest maneuver, Anfuso apparently had the support only 
of former Cuban President Carlos Prio Socarrds and Aurelio Sanchez Arango, 
Prio's Education Minister. 


Rationing. Cuba instituted the rationing of lard and other fats in July, the 
first instance of any official government restriction of food consumption. The lard 
shortage became critical after the Erwin Harris Advertising Company impounded 
a 29-carload lard shipment worth $600,000 already paid for in dollars by the Cuban 
Government. In the past, Cuba had imported almost all its lard requirements from 
the United States. Currently it was mass-breeding pigs, but, according to Castro, 
the island would not be self-sufficient in fats (animal and vegetable) for 18 months, 
the period set for the rationing. Consumers were requested to register with their 
regular grocer, and they then would be allotted one pound of lard and one pound of 
other fats per capita monthly. Castro explained the lard shortage in detail in a 
televised broadcast. He said that the Soviet Union was sending 10,000 tons of lard 
to help out. The purchase of 4,500 tons of lard from the Netherlands and a barter 
agreement with Tunisia involving the exchange of 50,000 tons of Cuban sugar for 
10,000 tons of olive oil were also announced. Meanwhile, Cubans were exhorted 
to save paper, bottles, and the like for re-use, since many of these items had be- 
come scarce because of the U.S. trade embargo. 


HAITI 


Duvalier Honored. In an ironic twist of events which saw the continued 
growth of a "personality cult" in Haiti at the same time that this phenomenon was 
being de-emphasized in the neighboring Dominican Republic by the heirs of the 
late dictator Rafael Leonidas Trujillo, Haitian President Frangois Duvalier was 
honored by having the town of Cabaret, located 13 miles north of Port-au-Prince, 
renamed Duvalierville. He thus became the first President in Haitian history to 
have a town named for him during his tenure of office. Duvalier himself offici- 
ated at the dedication ceremonies in mid-July and endorsed the plan to turn the 
town into a "pilot project" for city modernization. 





According to the mayor of the renamed town, Innocent Exantus, the change 
was in recognition of Duvalier's aid in building a new market, a town hall, and 





“Two of the original ten members of the prisoners' delegation, Reinaldo 
Pico Ramé6n and Mirto Collazo, broke a pledge to return to Cuba and defected 
during the month. They were severely criticized by their companions and the 
families' committee. 
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barracks there. Other features of the town's modernization plan called for the 
construction of a $5 million sugar mill by Clint W. Murchison, the Texas financier, 
and the erection of a cement factory by French interests. 


Among the diplomats present at the dedication ceremony was American Am- 
bassador Robert Newbegin. In May, the U.S. Government had recalled him for a 
week to prevent his having to attend Duvalier's second-term inauguration ceremo- 
nies (HAR, XIV: 411). Since that time he had been instructed to follow a policy of 
being "cool but correct" toward the present regime. 


Exiles Interviewed. Two exiled Haitian journalists, Kesler Clermont and 
Albert Chassagne, were interviewed in Puerto Rico where they were visiting as 
guests of the Inter-American Federation of Organizations of Professional Journal- 
ists (HAR, XIV: 565). For the past three years they had been living in New York 
City and publishing an anti- Duvalier newspaper called La Relevée. In a bitter 
denunciation of the Haitian regime, they said that "the prisons of our country are 
full of citizens whose only crime has been that of disagreeing with the ideas and 
actions of the present President, Frangois Duvalier. Prisoners are tortured and 
shot, the Catholic Church is persecuted, the majority of the schools are closed, 
and the population lives in constant terror day and night."" Both Clermont and 
Chassagne praised Puerto Rican Governor Luis Mufioz Marin, terming him "one 
of the great statesmen of America." 





Another exile, Auguste Clévaux, a neo-impressionist painter, was inter- 
viewed by Excelsior in Mexico, where he had been living. According to Clévaux, 


there were over 4,000 Haitians in exile from the Duvalier government, and some 
800 more persons had been assassinated in Haiti itself. The painter was very 
critical in his remarks about the $65 million in U.S. aid that the Duvalier regime 
had received in the last four years. 


Aid to Haiti Condemned by U.S. Senators. In Washington, influential mem- 
bers of the U.S. Senate's Foreign Relations Committee condemned the program of 
U.S. aid to Haiti. Committee chairman J. William Fulbright (Dem. , Arkansas) 
called Haiti "one of the worst dictatorships that remain in Latin America." He 
also noted that the United States had given $11 million in aid to Haiti in the past 
year and said that the Haitians in exile contended that "our aid simply perpetuates 
this tyrannical government."' Senator Hubert Humphrey (Dem. , Minnesota) said, 
"T think that the Haitian Government is frightful, and I think that all the members 
of our government know it. Why then are we supporting it?" The policy of giving 
U.S. aid to Haiti was defended by Acting Assistant Secretary of State for Inter- 
American Affairs Wymberley DeR. Coerr, who claimed that "the people who main- 
tain this [that the Duvalier regime is tyrannical] presume that, if they were there, 
things would be different. . . I maintain that we have no other alternative and that 
we ought to try and elevate the standard of living for the people and raise their 


level of civilization."' Fulbright replied that DeR. Coerr's answer was "very un- 
satisfactory." 





DOMINICAN REPUBLIC 


Return of Exiles-- Political Activity. In early July, three Dominican exiles 
returned to their country to begin political activity in opposition to the regime of 
ex-dictator Rafael Leonidas Trujillo (HAR, XIV: 506). They were Angel Miolan, 
Nicolas Silfa, and Ramon A. Castillo, all of the anti-Communist Partido Revolu- 
cionario Dominicano (PRD). The three were met at the airport in Ciudad Trujillo 
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by a presidential representative, who assured them that they had full freedom of 

the country. Mioladn announced that they had returned to "contribute to the birth 

and consolidation of democracy in the Dominican Republic."' An office was imme- 
diately opened in the capital. Two days later, the PRD held its first political rally, 
attracting a huge crowd of anti-Trujillistas, which apparently included many mem- 
bers of the pro-Castro Movimiento Popular Dominicano (MPD). Carried away by 
the excitement, the people marched on the national palace, where they were turned 
back at the gates. One marcher climbed the flagpole at the Palace of Justice, hauled 
down the Dominican flag, and replaced it with the red and black flag of the MPD. 

The demonstrators, their ranks now swollen to about 8,000, then proceeded to march 
through the streets with torches and burned down Radio Caribe. (The radio station 
had been anti-Catholic and anti-U.S. since mid-1960--HAR, XIV: 220.) At Radio 
Caribe there were shouts from the crowd of ''To the wall with tyrants!" and "Go 
away Trujillo!" The police opened fire and wounded some six persons; at least 
twenty more were arrested. It was the first such popular demonstration in the 31 
years of the Trujillo dynasty. 


In retaliation for the burning of Radio Caribe, supporters of the Trujillos in- 
vaded MPD headquarters (which they blamed for the violent aspects of the affair) 
that night and tried to burn the building, but police and firemen were able to frus- 
trate their efforts, and put out the flames. As a result of the demonstrations, the 
government demanded that 14 leaders of the MPD leave the country, causing some 
improbable rumors that the burning of the radio station was the work of agents pro- 
vocateurs to give the regime an excuse to harass the MPD. Its president Maximo 
L6épez Molina, went into hiding 'somewhere in the Dominican Republic." In other 
moves, the government also made Communist movements illegal, saying that they 


would interfere with the process of democratization going on. 


Acting as a spokesman for PRD, Miol4n condemned the violence at Radio 
Caribe. This led to MPD accusations that the PRD was an "agent of the U.S. State 
Department," and "Trujillista.'"' Shortly after the disturbances, the three recently- 
returned PRD leaders had audiences with both President Joaquin Balaguer and Gen- 
eral Rafael ("Ramfis") Trujillo, who reaffirmed their guarantee of political free- 
dom. Miolan said that his party was pleased with the government's attitude. 


President Balaguer announced once again that the elections scheduled for 
May 1962 would be “absolutely free" and announced that he would not be a candi- 
date for any post. The Trujillo family asked that the government de-emphasize 
the family name in the Dominican Republic, and a law was passed removing the 
name Trujillo from six public works projects. Balaguer also ordered the official 
Trujillo student organization, the Guardia Universitaria, dissolved, and a Fede- 
raciOn Estudiantil Dominicana (FED) was formed in its stead. Earlier in July a 
meeting of about 400 students had demanded freedom from government control 
from the university. This first unauthorized rally in 31 years by students was 
promptly broken up by heavily-armed national police. 


At the end of July, opposition was steadily building, and other groups were 
beginning to form. Two of the most important were the Movimiento 14 de Junio, 
formerly an underground organization led by José Antonio Fernandez Caminero, 
and the Unién Civica Nacional (UCN), under the direction of Viriato Fiallo. On 
July 29, some 15,000 people gathered in the Plaza Independencia for a UCN meet- 
ing where they booed the name of President Balaguer. Fiallo made a speech which 
was described by observers as one of the strongest ever delivered against a gov- 
ernment figure in the Trujillo era. 
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Power Struggle. In the aftermath of the assassination of dictator Trujillo 
on May 30, a complex power struggle was beginning to take shape, the machina- 
tions of which were not entirely clear. There were recurrent rumors that the 
dead dictator's younger brother, Héctor B. Trujillo, was the power behind the 
throne, the directing brain of the Trujillista regime, and actually more powerful 
than Ramfis. Héctor had been a figurehead President of the country from 1952 
until August 1960, when he resigned for reasons of health and was replaced by 
President Balaguer. Supporting these rumors was the fact that Héctor's signature 
had appeared on official public documents since May 30, immediately after that of 
President Balaguer. His rank was given as Generalissimo. 





Another brother of the dictator, José A. Trujillo, was alleged to be trying 
to gain power himself. According to the July 22 issue of Business Week, "A 
group of older generals and politicians has rallied around the dictator's little-known 
brother José Arizmendi Trujillo. They would continue the iron rule of the departed 
Trujillo. Opposing this is a more moderate group, led by Rafael Trujillo, Jr. . 
Made up of younger officers and politicians, it gradually would liberalize the gov- 
ernment. It appears to have the upper hand at the moment and has cautiously re- 
moved a few of the former restrictions. . . If the ultra-right wing prevails and tries 
to carry on the military dictatorship, it may be only a matter of time before there's 
an uprising."' There were other indications that the Business Week story was cor- 
rect. The Voz Dominicana, a network of radio stations owned by José, never men- 
tioned the name of Ramfis but lauded the "heritage" of the dead dictator. Moreover, 
José remained at Bonao, in the eastern end of the country, at the head of a strong 
contingent of armed troops known as the "Cocuyos de la Cordillera." It had been 
formed to defend against a foreign invasion. 








There were also reports of a small rebellion by Air Force officers at San 
Isidro Air Force Base, but it was subsequently put down and the rebels purged. 
Several dead were reported. On the following day, Army tanks were in evidence 
on the streets of Ciudad Trujillo, an unusual military activity. The presence of 
the tanks was associated with the San Isidro revolt. 


The former Secretary of State for the Armed Forces, Maj. Gen. José René 
Roman Fernandez, who was alleged to have been the highest-ranking officer in the 
conspiracy against ''El Benefactor" (HAR, XIV: 502), was found guilty of treason 
by a military court and sentenced to 30 years in prison. The sentence was an- 
nounced by Ramfis Trujillo. 


Arturo Espaillat, Dominican Consul General in New York at the time of the 
Galindez case (HAR, IX: 119), who had been arrested in June for questioning, was 
released early in July. Neither President Balaguer nor Ramfis would comment on 
the nature of the questioning except to say that it did not deal with politics. 


New Cabinet. On July 2, all but one Cabinet member resigned to give Pres- 
ident Balaguer a free hand “in most effectively carrying on the heritage of Trujillo. 
Only the Secretary of the Armed Forces, Maj. Gen. Santos Melido Marte, was re- 
tained. He had been named to the post shortly after the assassination of Trujillo, 
replacing Roman Fernandez. 





President Balaguer accepted the resignations immediately and proceeded to 
name a new Cabinet. The following Secretaries were appointed: Education and 
Fine Arts, Emilio Rodriguez Demorizi; Interior and Worship, Hipdélito Herrera 
Billini; Public Works and Communications, Mauricio Alvarez; Justice, Temisto- 
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cles Messina; Foreign Relations, Ambrosio Alvarez Aybar; Labor, José Angel 
Savifién; Health and Welfare, Tabaré Alvarez Pereira; Agriculture, Manelic Guss6 
Pereira; Finance, Pedro Justo Carrién; Industry and Commerce, S. Salvador Or- 
tiz; Secretary to the Presidency, Armando Oscar Pacheco. 


Commenting on the changes in the executive branch of the government, Ger- 
man Ornes, an exiled journalist writing for El Mundo of Puerto Rico, said, "An 
analysis of the new Cabinet reveals that the newly-named secretaries, like their 
predecessors, are proved Trujillistas with long years of service to the regime. 
Among them are several who have already performed Cabinet functions, others 
have been legislators, and only a small minority have not risen to the high coun- 
cils of the regime."" Thus, the change did not imply any shift in the political struc- 
ture of the government. However, the Cabinet in the Dominican Republic had been 
an administrative body rather than a policy-making one since 1930. 


Dominican Vigil Asked by OAS Team. The four-nation fact-finding commis- 
sion of the Organization of American States (OAS) which visited and investigated 
the Dominican Republic in June (HAR, XIV: 505, 564) filed a confidential report 
with the OAS Sanctions Committee. Its only specific recommendation was that the 
inter-American system should maintain its surveillance of what was regarded as 
"an extremely delicate" situation in that country. According to diplomatic inform- 
ants, the report left the door open for a return to the Dominican Republic of the 
same or another investigation team. In conclusion, the report contended that "It 
would be premature to determine the depth of change in the character and policy of 
the Dominican Republic." Allegedly the U.S. member of the team had pressed for 
a stronger statement, while his three Latin American colleagues favored a rela- 





tively clean bill of health. In the New York Times of July 16, however, Tad 
Szule reported, ''The situation was viewed as developing within a tenuous relation- 
ship between the civilian authorities, represented by President Balaguer, and the 
military, represented by General Trujillo and the other army and national guard 
officers." As the month ended, the delegates to the OAS asked their countries for 
instructions. 





The AFL-CIO sent Sasha Volman, a well-known expert on Latin American 
politics and a friend of Venezuela's President Betancourt, to the Dominican Re- 
public as an observer. Volman would stay in the country "indefinitely"' and was 
especially interested in the PRD. He said, "I consider as very important evidence 
the manner in which the government behaves toward the PRD." 


Return to World Bank Sought. The government of the Dominican Republic 
was seeking reinstatement in the World Bank in July. It had withdrawn from that 
organization in December 1960 (HAR, XIII: 884). At that time it had also automat- 
ically ceased to be a member of the International Finance Corporation, an affiliate 
of the bank. Bank officials stated that the matter had been referred to the judicial 
authorities of the institution for review. 





Contract Conditions Altered. Competitive bidding on all public works con- 
tracts of over $5,000 was made obligatory. A commission was established to over- 
see bidding among qualified contractors and to compile and maintain a complete 
register of the contractors. Further, the new ruling required two kinds of guaran- 
tees as conditions for the award of government contracts. The first was in the 
form of insurance covering any advance payment to the contractor; the second in- 
volved either insurance or cash to cover 10% of the total amount of the contract 
against nonfulfillment or faulty construction. 
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PUERTO RICO 


Vacancies Filled in Legislative Assembly. Two members of the Partido 
Estadista Republicano (PER) were given seats in the Legislative Assembly during 
a special session called by Governor Luis Mufioz Marin. The seats were vacated 
by two members of the Catholic party, Partido de Accién Cristiana (PAC), who 
had been ousted because of alleged fraud and coercion in the party registration 
(HAR, XIV: 414). PAC member José Luis Felid Pesquera was replaced by Carlos 
Vasquez Vélez in the Chamber of Deputies; and Santiago Espada took the place of 
Mario Davila in the Senate. Both new legislators were from Caoma. The incorpo- 
ration of the two PER members into the Legislative Assembly increased the party's 
representation to 17 in the Chamber and 9 in the Senate. 





Judges under Fire. Secretary of Justice Hiram R. Cancio and Attorney Gen- 
eral Juan B. Fernandez Badillo withdrew the license of Judge Maria Luisa Ramos, 
charging that she was unworthy of practicing law. The decision was based on the 
numerous charges brought against her in the Supreme Court (HAR, XIV: 221) with 
regard to irregularities in PAC registrations during the 1960 electoral campaign 
(HAR, XIII: 530). Two other judges were also charged with similar malfeasance in 
office. 





PAC officials considered the new political party registration law another ob- 
stacle in their path. This law requires each party to present a petition to the lo- 
cal precinct election board in the presence of witnesses from other parties. PAC 
insisted it was absurd to require the signatures of 10% of the voters as a minimum 
for registration of a party when, they said, in most U.S. states only a score or so 
of supporters sufficed to place a name on the ballot or to register a party. 


Island Rights Extended. Two new measures voted by the U.S. Congress 
placed Puerto Rico on an equal judicial level with the mainland. The first meas- 
ure permitted appeal cases to be passed directly from Puerto Rico's Supreme 
Court to the Federal Supreme Court. Previously, appeals proceeding from the 
island Supreme Court had been under the jurisdiction of the Boston Court of Ap- 
peals. The second measure provided the island federal judges with the same priv- 
ileges regarding life tenure and retirement enjoyed by mainland federal judges. 





In addition, bonding limits, which had previously been set by the U.S. Con- 
gress, were absolved, and the Commonwealth was granted the right to set its own. 
This was expected to promote Puerto Rican development (see below). 


Navy vs. Commonwealth on Vieques. After the abortive U.S.-backed inva- 
sion of Cuba, an unknown number of rebels had been brought to Vieques Island, a 
U.S. possession a few miles southeast of Puerto Rico. The resulting rumors and 
exposés caused unexpected ferment in Puerto Rico. While other Caribbean islands 
had been busy developing their tourist trade, Vieques had seemed to seek as little 
publicity as possible. Three quarters of the 20-mile-long island was under control 
of the U.S. Navy. Responding to demands by Puerto Ricans that the island be de- 
veloped to attract tourists and provide jobs, Navy spokesmen said that this would 
interrupt the military maneuvers being carried out there. 





Island Development Underlined. On the Commonwealth's ninth birthday, 
statistics were released to show that growth had continued during fiscal 1961, in 
spite of the mainland recession. Net income approached the $1,500 million mark, 
an increase over the previous year of 7.5%. The 1961 rate was higher than the 
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island's ten-year average increase of 5%. Per capita income reached $622, up 
$51 from 1960. This growth was attributed to Puerto Rico's famed "Operation 
Bootstrap," the self-help program that had changed Puerto Rico from a backward 
agrarian colony to a thriving, industrialized commonwealth. 


During fiscal 1961, through the efforts of "Operation Bootstrap," capital for 
190 new factories had been attracted, making a total of 821 factories in operation. 
Of the 190 new ones, 113 were established through government financial assist- 
ance. It was anticipated that the new factories would add $7 million to factory- 
worker income. Meanwhile, Governor Mufioz Marin approved tax exemptions for 
16 new industries. These industries were employing approximately 1,100 people 
whose wages were over $2 million yearly. 


Investment in construction and purchases of machinery and equipment had 
reached $376 million in fiscal 1961, making it the fifth year in which new invest- 
ment had amounted to more than 20% of the gross national product. Nine new 
water projects were added, bringing the total to 1,033 serving over 600,000 peo- 
ple. In agriculture, personal income was $250 million, a boost of $12 million 
over 1960. In addition, 11 new hotel projects currently under way in Puerto Rico 
received over $5 million from the Government Development Bank. 


Mufioz Marin also signed a bill establishing a housing bank, Banco de la 
Vivienda de Puerto Rico. About $1 million would be designated for expenses and 
operations for fiscal 1962. The bank would aid in speeding up the construction of 
housing projects. While 140,000 housing units had been built in San Juan, 120,000 
more awaited permits, which were being withheld temporarily in order to give the 
Planning Board a chance to catch up with the building boom and incorporate fea- 
tures that would eliminate communications bottlenecks. 


Public education was to receive a larger part of the $219 million budget for 
1962; of the $18 million increase over the 1961 budget, it was to receive nearly 
$8.5 million. This would allow a wage increase for teachers, reduction in the 
number of double-shift classes, an increase in reserves for pensions, improved 
student transportation, and an increase in university enrollment. Almost $4 mil- 
lion of the educational funds were to be provided by a $25 million bond issue. 


WEST INDIES, BRITISH GUIANA, BRITISH HONDURAS 


Federal. The report of the London Conference on Independence (HAR, XIV: 
509-11) was debated in the Federal House of Representatives in the form of a 
motion for adjournment (on which no vote is taken). This represented a victory 
for Prime Minister Sir Grantley Adams, as the majority of the Cabinet had sought 
a debate on a formal government motion urging acceptance of the report. Adams 
had reportedly warned his Cabinet that he would announce the resignation of his 
government if the report should be voted on in the House and if the vote went against 
his expressed view that it should not be accepted in its present form. The threat of 
a federal general election nearly a year ahead of schedule, at a time when Trinidad 
was facing a general election and Jamaica a referendum on federation (see below), 
convinced colleagues that the report should not be taken to a vote. It was also argued 
that a vote in the Federal Parliament would prejudice the debates in unit legislatures. 
In the Jamaica Daily Gleaner, George John commented that Adams was clearly in 
no mood for compromise and that if he won his way it would mean the delaying of 
independence beyond May 31, 1962. He was ina stronger position than at any time 
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in the past three years, owing to the fact that Trinidad and Jamaica did not want 
to be involved in federal elections at this time. 


Speaking on Commonwealth immigration at a teachers' conference, British 
Home Secretary Richard A. Butler stated, ''We shall try to find a solution as friendly 
to these people as we can, and not based on color prejudice alone.'' The London 
Economist noted that this was the clearest of several recent signs that the British 
Government intended to abandon the principle of free entry for Commonwealth citi- 
zens into Britain. The Daily Gleaner commented editorially that this was the 
first official acknowledgment that racialism was at least one of the urgent motives 
behind the movement to stem the immigrant tide (HAR, XIV: 511). During a debate 
in the Federal House of Representatives on a motion put forward by Albert Gomes 
(Independent, Trinidad) calling on the House to express the opinion that any curb 
on the movement of West Indians from the West Indies to other countries would be 
detrimental to the West Indies and should be vigorously protested, Adams argued 
that the West Indies had no case in asking the British Government to allow unre- 
stricted immigration while the Federation did not permit freedom of movement 
among the islands. He stated emphatically that if the Federation broke up, the is- 
sue of freedom of movement would be the greatest cause, along with the unwilling- 
ness of certain unit governments to give the federal government powers of taxation. 
Adams said that he had kept silent for three years for fear of breaking up the Fed- 
eration but did not intend to do so any longer. 





British Minister of State for Colonial Affairs the Earl of Perth discussed 
with West Indian leaders the question of Britain's entry into the European Com- 
mon Market. While indicating their appreciation of Britain's problems, the West 
Indian ministers pointed out that British accession to the Common Market posed a 
serious threat to vital West Indian interests, particularly sugar, citrus, bananas, 
oil, and bauxite. They insisted on the safeguarding of West Indian interests and 
also stressed the importance of their trade relationships with Canada, which they 
did not wish to see adversely affected. Lord Perth assured them that the British 
Government would not feel prepared to join the European Economic Community un- 
less special arrangements could be made to protect the interests of such countries 
as the West Indies. He emphasized that if Britain had to choose between the Com- 
monwealth and Europe in any negotiations over joining the European Common Mar- 
ket, it would stick with the Commonwealth. 


The foreign trade of the Federation reached an all-time high value of over 
$1,000 million (BWI$1 = $0.58) in 1960, according to preliminary figures. Ex- 
ports amounted to $474.4 million, an increase of 12.2% over those of 1959; imports 
increased by 12% to $580.6 million. The increased value of exports was due mainly 
to increased exports of bauxite and alumina, mineral fuels, and related materials. 
The increased import of goods of nearly all categories into Jamaica and Trinidad 
accounted for the large rise in imports. Writing in the Foreign Commerce Weekly, 
Raymond R. Riesgo claimed that the birth of the Federation heralded a new era for 
U.S.-West Indies trade and investment. He described Jamaica and Trinidad as 
"thriving markets." 





Jamaica. Opening the debate on federation and the report of the London con- 
ference, Jamaica Premier Norman W. Manley emphasized that the United Kingdom 
Act of Parliament to provide for West Indies independence could not be enacted un- 
til a referendum was held in Jamaica to decide whether or not the island should re- 
main in the Federation (HAR, XIV: 510). He repeated his "solemn undertaking" 
that the referendum would be held in 1961. Financing the Federation after inde- 
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pendence, he said, would only raise the Jamaican contribution to the Federation 
from 43% to 46%, while independence for Jamaica alone would cost far more. The 
opposition Jamaica Labour Party (JLP) violently condemned the findings of the 
conference and put forward an alternative proposal for the proclamation of inde- 
pendence for Jamaica as a full dominion of the British Commonwealth. After a 
long debate, the House eventually divided along straight party lines, and the gov- 
ernment secured approval of the report. The Daily Gleaner commented editori- 
ally that the JLP's proposal was a timely one, since thinking on the question of 
Jamaica's constitutional future, if it opted out of Federation, had been very hazy, 
and this concrete suggestion would bring Jamaicans face to face with reality. It 
appeared that very few people were prepared to countenance the idea of Jamaica's 
"going it alone." 





The Back-to-Africa Mission (HAR, XIV: 325) reported to the Jamaica Gov- 
ernment that opportunity existed for Jamaican emigration to African countries and 
that they had found in all the territories visited--Ethiopia, Ghana, Nigeria, Sierra 
Leone, and Liberia--a ready acceptance of the principle of "repatriation of Afri- 
cans living abroad to the ancestral land." The government announced the setting 
up of a working party to undertake an immediate appraisal of all the factors in- 
volved in the settlement of Jamaicans in these countries. 


At a meeting of the Jamaica Chamber of Commerce, president Stanley Motta 
commented on the rising cost of production with no corresponding rise in the vol- 
ume of output. He said that the island's "crippling inefficiency" would affect the 
prices of exports that were not backed by preferences, and he deplored the wide- 
spread and irresponsible use of installment purchasing. Minister of Trade and 


Industry Wills O. Isaacs also appealed to the workers of Jamaica to increase pro- 
duction and aid the prosperity of the country. The Minister was speaking at the 
ground-breaking ceremony for the new plant of Johnson and Johnson (W.I.) Ltd., 
which was expected to commence operations early in 1962. 


The Ministry of Agriculture and Lands issued a directive to the Banana Board 
that no mechanical device for the loading of ships should be put into operation with- 
out prior consultation with Minister Keble Munn. Munn said that the use of mechan- 
ical loaders would cause a large number of laborers to be thrown out of work. The 
Daily Gleaner commented editorially that the Minister seemed to be ignoring the 
fact that mechanical loading would greatly increase efficiency, as well as reducing 
labor costs, and that the additional savings resulting from better-handled fruit on 
conveyer belts would be considerable. He was treating the competitivity of the 
banana industry in world markets as of minor account compared to the displacement 
of a relatively small number of workers. It was useless to seek to stem the oncom- 
ing tide of mechanization, the newspaper said, and the wider good of the community 
as a whole must be taken into account. 





The U.S. Government announced that Jamaica would receive $5 million to 
finance low-cost housing and water supplies out of $7 million allocated to the West 
Indies Federation. In addition, the U.S. Government would grant Jamaica a fur- 
ther $100,000 through the West Indies Government. A site of 100 acres was chosen 
for a BWI$18 million (BWI $4.80 = £1) oil refinery, on which construction was 
scheduled to begin before the end of the year. A bill was passed in the House of 
Representatives for the encouragement of an oil-refining industry in Jamaica. 
Premier Manley said the refinery would produce 20,000 bbls. a day and would give 
employment to about 200 people. It would satisfy all Jamaica's petroleum needs. 
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A launch containing 36 Cuban refugees and five pro-Castro hostages, along 
with a quantity of arms and ammunition, arrived at Montego Bay. The Jamaican 
Government decided to repatriate the five hostages and to send back the arms and 
ammunition. The tug was held pending investigation of a claim to its ownership by 
a U.S. company. 


Trinidad. The Trinidad and Tobago (Constitution) Order in Council, 1961, 
was published, giving the territory full internal self-government. The new consti- 
tution would shortly be laid before the Legislative Council, where it was expected 
that Premier Eric Williams would make an announcement regarding the date of the 
general elections. As a direct result of the Leased Bases Agreement (HAR, XIV: 
134), the U.S. Government allocated BWI$1.5 million to Trinidad for two programs, 
one a water supply and the other the acquisition of a port warehouse. This was the 
first step in the supplementation of the priority list of services discussed at stage 
two of the bases talks. Wage increases amounting to millions of BWI dollars were 
agreed for Trinidad daily- and weekly-paid government employees, back-dated to 
January 1960, after lengthy negotiations between three trades unions and the gov- 
ernment. Several thousand workers would benefit. 


Other Islands. Changes in the constitutions of the Windward and Leeward 
Islands, to come into effect when the West Indies Federation attained independence, 
were proposed in a White Paper published in London. Each of the islands (Antigua, 
Dominica, Grenada, Montserrat, St. Kitts-Nevis-Anguilla, St. Lucia, and St. Vin- 
cent) has its own government. One proposed change was that the constitutional 
head of each island, at present called the Queen's Representative, should be given 





the title of Governor. He would act on the advice of the Cabinet of the island, or 
of a responsible Minister, and not, as now, on royal instructions. The present 
Chief Ministers of the governments would become Premiers. 


Jamaica Governor Sir Kenneth Blackburne visited the Cayman Islands to dis- 
cuss with the islands' legislature the future constitutional position of the territory 
after the West Indies became independent. Under the proposals put forward at the 
London conference (HAR, XIV: 510), the position of the Caymans in the next five 
years would be that of an internally self-governing country within the Common- 
wealth, but linked with the Federal Government of the West Indies for the special 
purposes of external affairs and defense. At the end of five years, the Federal 
Government and the government of the Cayman Islands would jointly review the 
position, and would decide whether the islands should enter the Federation as a 
full member or continue on the basis of limited association. Alternatively, the 
Cayman Islands might ask to revert to their present position as a British colony. 
The Governor of Jamaica, at present also Governor of the Cayman Islands, would 
cease to have any responsibilities for the islands, which would have a lieutenant- 
governor as head of state. Blackburne stated that the proposals had been accepted 
by the Legislative Assembly of the Caymans but had still to be approved by the 
Federal and British Governments. 


Details were released of a Barbados five-year plan for 1960-65 at an esti- 
mated cost of BWI$53.3 million. The plan aimed at bringing prosperity to the 
island by supplying 40,000 extra jobs, increasing the national income from BWI 
$97 million to a minimum of BWI$120 million by 1965, and doubling the annual 
value of industries outside sugar, which was currently producing between 40% and 
48% of the annual income. 
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British Guiana. Under British Guiana's new constitution, which came into 
force in July, the country would enjoy complete internal self-government under a 
cabinet system. The House of Assembly would contain 35 members and the Senate 
13. Nominations were received for 111 candidates, contesting 35 seats, in the com- 
ing general elections (HAR, XIV: 418). The London Times reported that Cheddi 
Jagan's People's Progressive Party would contest 29 seats, while Forbes Burn- 
ham's People's National Congress and Peter D'Aguiar's United Force would con- 
test all seats. Jai Narine Singh's Guiana Independence Movement was sponsoring 
three candidates. The London Daily Telegraph reported general surprise that 
Janet Jagan, wife of Cheddi Jagan and Minister of Labor, Health and Housing in 
the previous government, was not standing for election. The paper suggested, 
however, that she would be made president of the State Council if her husband won 
a majority and formed a government with himself as Prime Minister. On his re- 
turn from a visit to British Guiana, former British Member of Parliament Lord 
Malcolm Douglas Hamilton passed through New York and appealed to Americans 
to contribute BWI$1.5 million to the opposition parties in British Guiana to oust 
Jagan at the general elections. The peer added that there was a Communist threat 
to make British Guiana the first "Red beachhead" on the South American main- 
land. He warned that British firms had already planned to evacuate from British 
Guiana should Jagan begin seizing property as Castro had done in Cuba. Senator 
Thomas J. Dodd (Dem., Connecticut) said in Washington that there was "serious 
danger" that a Communist regime might be set up in British Guiana after the gen- 
eral elections. Dodd, a member of the Foreign Relations Committee, stated that 
the situation, should Jagan be returned as Prime Minister of British Guiana, was 
potentially even more dangerous than the emergence of Castro, as the latter was 
at least cut off from the Latin American mainland by hundreds of miles of ocean. 
British Guiana could be used to channel arms to Communist guerrilla movements 
in Venezuela, Brazil, Colombia, and other surrounding countries. 








Minister of Education Balram Singh Rai alleged that Roman Catholic priests 
sent from India were meddling in local politics and said they were unwelcome 
guests. This was denied by Father F. X. Chouriah, an Indian priest working in 
Georgetown, who said this was a new complaint and quite unjustified. The citi- 
zens' Committee of Defenders of Freedom (a nonpolitical organization dedicated 
to opposing Communism) called on all parents to keep their children away from 
primary schools throughout the colony as a protest against the government's take- 
over of 51 denominational schools. 


FRENCH WEST INDIES 


According to Le Monde of Paris, the French Cabinet banned the Front 
Antillais et Guyanais pour l'Autonomie, which held a congress in Paris in April 
to discuss the question of autonomy for the departments (HAR, XIV: 419). On the 
instructions of Robert Lecourt, French Minister of State for the Overseas De- 
partments and Territories, all copies of the report of the congress published by 
the Front were seized. In addition, three prominent members of the Communist 
parties of Martinique and Guadeloupe were searched on their arrival at Orly air- 
port (Paris) from the Antilles. At a dinner for parliamentary representatives of 
the overseas departments, French Prime Minister Michel Debré thanked the guests 
of honor for showing their attachment to France in the cantonal elections (HAR, 
XIV: 513). He assured them of the government's desire to further economic de- 
velopment in the overseas departments. Le Courrier of Martinique noted a grad- 
ual improvement in the economy of the territory and said that although reforms 
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were slow, they were at last taking effect and that the good will of the French Gov- 
ernment as manifested in its program for the overseas departments could not be 
doubted. The paper suggested that those who made irresponsible demands for au- 
tonomy should first visit Haiti and see conditions there. Haiti had far greater re- 
sources than Martinique, but its present depressed condition clearly showed that 
autonomy was not the cure for all economic ills. The Caribbean noted that the 
economic growth of Guadeloupe was shown in the increased production of sugar and 
bananas since 1950. Sugar production had increased from 65,000 metric tons in 
1950 to 152,000 metric tons in 1960. Annual banana production had almost doubled 
since 1953. 


The Foreign Commerce Weekly published an outline of the French Govern- 
ment's plan to develop French Guiana and to give it a sound economy. The plan, 
to be carried out with financial and technical assistance provided by the French 
program law of July 30, 1960, was intended "to expand the economy in general, 
reduce financial pressures on the French franc, gradually replace public invest- 
ments by private investments, and make possible progressive immigration from 
the French Antilles through large-scale investments.'' The plan concentrated on 
agriculture and on the development of French Guiana's undeveloped natural re- 
sources. Particular attention would be given to replacing imported food and lum- 
ber with local products. Large areas of rich coastal swamps would be reclaimed 
and settled at first by families of Asian origin, accustomed to that type of farming 
land. Mining and fishing showed considerable opportunity for development, the 
latter being at present almost completely unexploited. The keystone of the project 
was the attraction of immigrants from the over-populated French Antilles (HAR, 
XIV: 328). 





NETHERLANDS WEST INDIES 


Curacao and Aruba. Nicolas A. Pifia Lampe, Director of Information of the 
government of Aruba, paid a short visit to Puerto Rico to study development there. 
In a press interview he said that although the Netherlands Antilles were a Dutch 
political entity, the people nevertheless considered themselves as American and 
would like to be regarded as such by the other countries of America. The Spanish 
language was widely spoken in the islands, and the foremost writers used it. The 
Netherlands Antilles, he continued, had a strong fellow-feeling for Puerto Rico and 
would strive to achieve closer ties with that island. 





The government of the Netherlands Antilles appointed a six-member commit- 
tee to study the feasibility of founding a Netherlands Antillean airline. The Public 
Works Department of Aruba announced its plans for the construction of an industrial 
harbor near Pakientenbos on the south coast of Aruba. The project would cost a- 
round $6 million, including dredging the harbor entrance and basin and filling in 
part of the lagoon. 


Surinam. As a result of discussions between Surinam delegates to the round 
table conference in The Hague in June (HAR, XIV: 514) and West German Minister 
of Economic Affairs Ludwig Erhard, a West German mission was to visit Surinam 
at the end of 1961 to examine how economic relations between the two countries 
could contribute to Surinam's development. Jan Tinbergen, the eminent Dutch 
economist, was appointed as adviser to the Surinam Government on general eco- 
nomic planning. James Keen, representative for the Caribbean area of the U.N. 
Technical Assistance Board, visited Surinam to study the possibility of technical 
assistance to the territory by U.N. specialized agencies. 
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The Surinam Government introduced a bill proposing the conversion of Suri- 
nam Airlines, at present government-operated, into a limited liability company. 
The Foreign Commerce Weekly reported that a new $1.3 million calcined bauxite 
plant was scheduled to be constructed at Paranam, 18 miles from Paramaribo. 
The plant would have an annual capacity of 50,000 metric tons. The output of ordi- 
nary and chemical grade bauxite in Surinam in 1960 totaled 3,455,000 metric tons, 
mainly produced by the Surinam Aluminium Company. In the report of an official 
U.S. trade mission that visited Surinam in March, attention was drawn to devel- 
opment possibilities in the fields of dairy products, canned citrus juice, by-products 
of the rice and sugar industries, timber products, oilseeds, soap, fish, ceramics, 
and possibly cement. After consultations with producers, the consumer price of 
sugar was cut as part of a drive to reduce the cost of living. The importing of 
sugar was temporarily prohibited to protect local producers. 





GRAN COLOMBIA 
VENEZUELA 


Clampdown on Leftists. Discussions in the Chamber of Deputies on the 
possible removal of congressional immunity from two of its leftist members led 
to a wave of street agitation and terrorism, primarily in Caracas, that caused the 
government to initiate rigid enforcement of the current ban on demonstrations (in 
effect since the suspension in November 1960 of constitutional guarantees, includ- 
ing the right of free movement and assembly--HAR, XIII: 804). The two deputies 
whose censure was being considered were Domingo Alberto Rangel, a Movimiento 
de Izquierda Revolucionaria (MIR) leader, and Communist Party student leader 
Teodoro Petkoff, a substitute deputy who had recently assumed the seat of regular 
Communist deputy Eduardo Machado. The Supreme Court had asked the Chamber 
to remove the constitutional immunity of the two so that they could be tried for sub- 
version, Rangel for authoring an article published in the MIR weekly Izquierda in 
October 1960 calling for the overthrow of the government, and Petkoff for allegedly 
instigating the student revolt of October and November 1960 (HAR, XIII: 708, 803). 
The charges against Rangel were dropped by a Chamber committee, but those a- 
gainst Petkoff were sent on to the full Chamber for discussion and a vote. 





In some cases the demonstrations and terrorism unleashed by the congres- 
sional discussions caused injuries before the police could disperse the agitators. 
Buses were stopped and forced to block intersections while leftists youths distrib- 
uted leaflets calling upon the people to "unite in the struggle for a new government." 
Nighly bombings took place in public buildings throughout the city, and armed 
clashes with the police occurred. The government of the Federal District restored 
calm by ordering the police to "shoot to kill" and arresting several Communist and 
MIR leaders. In an attempt to find the source of the subversive leaflets, the vari- 
ous headquarters of the two parties were searched. An official communiqué issued 
by the Interior Ministry justified the investigation on the grounds that the govern- 
ment had knowledge of preparations by the leftist groups to provoke street disturb- 
ances during July in an apparent prelude to a larger movement similar to that of 
late 1960. The government threatened to employ military force, if necessary, to 
preserve calm. 


Although the demonstrations stopped, it was feared that they would resume 
in August when the Chamber of Deputies, through a special committee acting in its 
stead (the Chamber adjourned on July 21), was expected to decide against Petkoff. 
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The MIR objected loudly to the arrests and searches made of its headquarters and 
those of the Communists, terming the actions and the attack on Petkoff "a plan of 
political aggression." In an editorial in the independent Caracas daily El Nacional, 
José Herrera Oropeza, a congressman of the leftist opposition Uni6én Republicana 
Democratica (URD), supported the MIR allegation, asserting that the action against 
Petkoff was part of a general scheme by the government to silence the opposition in 
Congress, the only place where its opinions could still be expressed openly. All 
those involved in the 1960 unrest had long since been released without trial, he said; 
the renewal of the case now, when the opposition in Congress was about to open a 
fierce battle against the government's recent tax reform and economic policy (HAR, 
XIV: 520), was designed to weaken the legislature's power. 


The government attributed responsibility for at least a part of the July ter- 
rorism to ex-Colonel Oscar Tamayo Suarez, who, along with Martin Parada, had 
been held responsible in May and June for a vast, twice-thwarted plot to overthrow 
the government of President R6mulo Betancourt and install a military dictatorship 
of the Marcos Pérez Jiménez variety (HAR, XIV: 420-1, 515-6). Tamayo Suarez 
was still at large and believed to be directing agitation from a hiding place some- 
where in Caracas, but Parada and five others involved in the June conspiracy had 
taken refuge in various embassies. All six were granted safe conduct passes to 
leave the country. Parada announced that he would establish residence in Spain. 


Relations with Cuba Deteriorating. The Cuban Government demanded the 
recall of the Venezuelan chargé d'affaires in Havana, Alfonso J. Zurbaran Trejo, 
on the grounds that he had violated the right of asylum in the case of the 205 Cubans 
currently domiciled in the Venezuelan Embassy awaiting permission to leave Cuba. 
Zurbaraén was accused of going personally to pick up persons who wished asylum 
and of allowing Cubans under asylum to leave the Embassy in cars with diplomatic 
license plates in order to make contacts with counterrevolutionary groups. Upon 
receiving the report of a special investigator sent to Havana to evaluate the Cuban 
charges, the Venezuelan Government rejected the complaints, stating that Zurba- 
ran's actions had been within the scope of his duties. Zurbardn was recalled, 
nevertheless, so that the Cuban Government would not use him as a pretext to con- 
tinue to refuse safe conduct passes to the persons already under asylum in the em- 
bassy. Francisco Quijada G. was named as his replacement. 





Relations with Cuba had already been strained for some time for several 
reasons, among them the Cuban Government's persistent refusal to grant safe 
conduct to the constantly growing number of persons under political asylum in the 
Venezuelan Embassy (including ex-President Manuel Urrutia and his family). A 
complete diplomatic break was not anticipated, however, for internal political 
reasons and also for the sake of the Cubans under Venezuelan protection. The 
Venezuelan Foreign Ministry termed the Cuban attitude a violation of the interna- 
tional law governing the right of asylum and threatened to take the matter to the 
Organization of American States (OAS) if its requests were not satisfied imme- 
diately. 


Kennedy Brothers Goodwill Campaign; Moscoso Off the Hook. In a demon- 
stration of his special interest in Latin America, President Kennedy spoke before 
an audience of Latin American diplomats and U.S. officials at a ceremony in Wash- 
ington commemorating the 150th anniversary of Venezuela's independence (normally 
U.S. Presidents do not participate in national festivals). Standing beside a statue 
of Sim6én Bolivar, Kennedy praised the Venezuelan liberator as "the greatest proph- 
et of the unity of the Americas."' He expressed confidence that in the next decade 
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great progress would be realized in achieving the ideals of the "continuous revo- 
lution of the Americas and the world." "Allied for progress," he said, "for a 
determined effort to realize the dreams of those who made our countries free, we 
are on the threshhold of great undertakings by the statesmen of this Hemisphere. 
May Bolivar's words be a beacon for them: 'The freedom of the New World is the 
hope of the universe. '™ 


While President Kennedy extolled Hemispheric unity in Washington, his 
younger brother, Edward Kennedy, on a goodwill tour of South America, met in 
Caracas with Venezuelan government, labor, and agrarian leaders. He alsovisited 
the Valencia and Maracay areas, where he observed the functioning of the agrarian 
reform program and chatted with local farm families. 


The overt leftist agitation against American Ambassador Teodoro Moscoso 
(HAR, XIV: 518) ceased in July, perhaps because those involved were occupied 
with the anti-government disturbances in Caracas. Central University president 
Francisco de Venanzi announced that the university would pay for Moscoso's car, 
burned in a student demonstration in June. The student organization Federacién 
Estudiantil Universitaria, however, declared the American Ambassador persona 
non grata on the grounds that he had meddled in Venezuelan politics by expressing 
the opinion recently that President Betancourt had the support of the people and 
the Army. 


Venezuela Aspirant to Security Council Seat. Venezuela officially announced 
to the Latin American bloc in the United Nations that it aspired to the seat on the 
Security Council for 1962-63 which would be vacated by Ecuador at the end of the 
year. Cuba and Guatemala were also seeking the seat, but it was believed that a 
majority of the Latin American delegations preferred Venezuela, since it was un- 
likely that either of the former nations could obtain the two-thirds majority neces- 
sary for approval in the General Assembly in September. The Chilean representa- 
tive said that his country would support Cuba, however, since the year before 
Cuba had withdrawn from the race so that Chile could appear as the only Latin 
American candidate. 





New Industrial Center Founded. On July 2 President Betancourt laid the 
first stone for the city of Santo Tomas de Guayana, which was destined, it was 
hoped, to become the center of an industrial region in southeastern Venezuela. 

It was estimated that the new city, located near the confluence of the Orinoco and 
Caroni Rivers in an area supporting 45,000 inhabitants, would eventually have a 
population in excess of 250,000. In conjunction with the establishment of Santo 
Tomas de Guayana, a new political region known as Caroni District (roughly equiv- 
alent to a U.S. county) was created with its provisional capital at San Félix. 





The area abounds in natural resources and already has a hydroelectric power 
plant, a steel mill, and an aluminum plant under construction by Reynolds Alumi- 
num. The natural resources of the region include an almost inexhaustible supply 
of high-grade iron ore, plus gas, petroleum, and the Caroni River with a hydro- 
electric potential more than sufficient to satisfy the needs of industry and agricul- 
ture. The electrification of the Caronf currently produces 300,000 kw. , but with 
the completion of the Guri Dam scheduled for some time in 1964 the kilowatts sup- 
plied would rise to 4.5 million. 


Coincidental with the dedication of the new city was the initiation of industrial 
production by the national iron and steel industry of the Orinoco at Matanzas in the 
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Same area. On July 2, seamless tubes were first produced by the company. The 
plant at present utilized imported ore; however, by the end of the year the opera- 
tion of the electric ovens would make possible the use of domestic Guayana ore. 
The national steel mill announced that it had entered into a contract with the Kop- 
pers Company by which the widely-experienced U.S. corporation would advise the 
national steel industry for a period of six years in return for a remuneration of 
$125,000. 


President Betancourt predicted that Santo Tomas de Guayana would be the 
first great nucleus of heavy industry in Latin America and suggested that the new 
region would serve Venezuela in the same manner in which Pittsburgh, the Ruhr, 
and the Urals serve their respective countries. He went on to say that as a result 
of the progress such a region would afford, Venezuela would be capable of joining 
the Latin American Free Trade Association in a highly advantageous position. 


First Government Oil Well. On July 3, Minister of Mines and Petroleum 

Juan Pablo Pérez Alfonzo inaugurated the production of the first well of the state- 
owned oil enterprise Corporaci6én Venezolana del Petréleo (CVP). Located in Lake 
Maracaibo, the well would produce between 3,000 and 4,000 bbls. of oil per day of 
35-degree gravity, a light-type oil very much in demand for the domestic market. 
The CVP announced that it was in the process of drilling another well in the same 
region. According to statements by Pérez Alfonzo, the petroleum produced would 
be sold to the highest bidder in Venezuela. It was also the intention of the CVP to 
establish a network of gas stations in the near future in order to enter the national 
gasoline retail market. 





Creole Investment Corporation. As a means of stimulating the sluggish 
Venezuelan economy, Creole Petroleum, a subsidiary of Standard Oil of New Jer- 
sey, announced the establishment of an investment corporation with an initial capi- 
talization of $10 million. This action seemed to be partially motivated by a desire 
on the part of Creole to show that government pronouncements about the economic 
benefits to be gained by not overtaxing the petroleum industry (HAR, XIV: 521) 
were not merely political prattle. The funds would be used in collaboration with 
Venezuelan capital, with Creole being the minority stockholder in any enterprise. 
The principal recipients would be companies needing funds for new plants or for 
expansion; however, the fund would also consider livestock and agricultural proj- 
ects. 





COLOMBIA 


Political Scene Surveyed by President. In his state of the union address, 
delivered at the opening of the regular session of Congress on July 20, President 
Alberto Lleras Camargo discussed the progress that the nation had made during 
his administration and outlined the plans his government would pursue during his 
last year in office. Although the President painted a rosy picture of national har- 
mony, the political crosscurrents and intrigue continued, with the dissident Lib- 
eral faction Movimiento Revolucionario Liberal (MRL) continuing to side with the 
Laureano Gémez faction of the Conservative Party in blocking the efforts of the 
government. The President's emphasis on cooperation was considered necessary, 
however, in order to stimulate support for the coalition government and to encour- 
age the Liberal voters to cast their ballots for a Conservative candidate in the 
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presidential elections of May 1962.* In his speech Lleras Camargo expressed 
confidence in the Colombian people's innate respect for democracy and reiterated 
the need for a coalition government to prove that the opposition parties could work 
together peacefully. He praised the formation of a bipartisan committee to plan 

a social reform program and to select the National Front candidate for the coming 
presidential elections (HAR, XIV: 522), stating that this indicated the political ma- 
turity of Colombia and the ability of the parties to place the good of the nation be- 
fore party politics. 


The Army also received its share of bouquets from the President. He stated 
that Colombians could pride themselves on having an armed force that was apoliti- 
cal. This, he continued, was a major factor in the nation's rapid evolution since 
the regime of ex-dictator (1953-57) Gustavo Rojas Pinilla. He felt that this situa- 
tion would not change, since neither the people nor the military wanted the Armed 
Forces to return to politics. It was felt by some that the military was still, as in 
the past, the power that could change the course of politics at will. Meanwhile, its 
strength was augmented by a promised increase in military aid under President 
Kennedy's new foreign aid program (see INTERNATIONAL). 


The President also called for a general reform of the national constitution. 
He stated that the constitution had not kept pace with the changing times and that 
within two or three years the political opposition would be such that it would be 
impossible to make the necessary changes. He continued that legislative and judi- 
cial procedures needed revision and that the distribution and control of the state's 
power did not correspond to the demands of public service. Furthermore, he said 
that there was at present almost no such thing as civil rights or social guarantees. 
It was, therefore, necessary that the Congress which would be elected in March 
1962 be comprised of National Front men who would be able to analyze and reform, 
where needed, the present constitution. 


Turbay Ayala's Diplomatic Rounds. Foreign Minister Julio César Turbay 
Ayala conferred with Presidents, foreign ministers, and other officials of several 
Latin American governments in July, visiting Panama, Brazil, Peru, Ecuador, 
Argentina, Uruguay and Chile, all at the invitation of the respective governments. 
He was expected to visit more countries in August. After repeated attempts to 
turn public attention away from the political nature of Turbay's trips, President 
Lleras Camargo finally admitted that his main objective was to sound out the vari- 
ous foreign ministers as to their positions on Cuba. The President added that Co- 
lombia had no concrete proposals to make regarding the Cuban situation, nor was 
there any real "Colombian Plan" as such. However, he reiterated Colombia's 
firm belief in the inter-American system and emphasized its desire to contribute 
to the unification of the Hemisphere. He said that the Organization of American 
States (OAS) was passing through a critical period and that, should Cuba refuse 
to break its bonds with the Soviet Union and Communist China, the organization 
would be faced by entirely new dangers. 





In partial contradiction to the President's statements, another source, Bo- 
gota's Radio Cadena Nacional, asserted that Colombia was proposing a meeting of 
the Hemisphere foreign ministers. The main outcome of such a meeting would be 





“Under the National Front coalition arrangement, the Liberal and Conserva- 
tive Parties must alternate in the Presidency until 1974. Since the current Presi- 
dent is a Liberal, the next one must by law be a Conservative. 
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the establishment of a "good offices’ commission to try to reconcile the United 
States and Cuba. If Cuba should refuse to cooperate with the OAS and be "recon- 
ciled, '' Colombia was prepared to present a series of measures for debate and 
possible adoption. These included the setting up of a large OAS agency to locate 
and deter the spread of Communist doctrines in Latin America. Passports, visas, 
ports, airports, and borders would also be carefully scrutinized. Although an 
economic boycott was not anticipated, diplomatic relations would probably be bro- 
ken, and all communications would be discontinued. The most extreme action, a 
Hemispheric declaration of war, was considered unlikely, because the Latin Amer- 
ican nations would probably not agree to define Cuba's actions as "aggression." 
The same source said that a possible deterrent to a foreign ministers' meeting 
was that governments would need time in which to study the situation, time which 
was also in demand for the August conference of the Inter-American Economic 
and Social Council (IA- ECOSOC) and for the opening of the U.N. session soon 
afterwards. 


Cognizant of the Colombia Plan, Foreign Minister Afonso Arinos de Melo 
Franco of Brazil and his Chilean counterpart, Enrique Ortazar, declared in a joint 
note issued on July 4 that their countries would form a regional bloc to coordinate 
policy. The note praised President Kennedy's Alliance for Progress proposals but 
carefully pointed out that the danger of subversion could best be countered by eco- 
nomic and social reform. The note then said that the two nations hoped that Cuba 
would reaffirm its regional ties. Ecuadorian Foreign Minister Wilson Vela Hervas 
endorsed a statement by Ortizar that he opposed "a continental conference for any 
action whatever against Cuba." Lleras Camargo, however, pressed for a “hard 
line" toward Cuba in a July 22 speech, and Turbay declared, "One intervention can- 
not be corrected by another intervention, but it is a last resort if the inter-Ameri- 
can system is threatened." The basis for this position was that Communism and 
inter-Americanism are incompatible." 


Economics also played an important role in Turbay Ayala's trips. The pro- 
tection of basic products in the Latin American market was discussed, with special 
reference to coffee. In Montevideo he announced that Colombia had sent a request 
to Congress to seek entry into the Latin American Free Trade Area. 


The Liberal Bogota weekly Semana suggested that an additional reason for 
the Foreign Minister's rounds might be to campaign for nomination to the post of 
Secretary General of the OAS, which would be open upon the expiration of the term 
of the present Secretary General, José Antonio Mora. The latter's term, however, 
was not scheduled to expire until 1968. Semana forecast that if Turbay should suc- 
ceed on the Cuban question, his chances for the nomination would be excellent. 


Atlantic Railroad Completed. On July 30 President Lleras Camargo inau- 
gurated the Atlantic Railroad (HAR, XII: 679), making the first autoferro* trip 
from Bogota to Santa Marta, a distance of 600 miles. Public service of the auto- 
ferro with two trips daily was scheduled to begin on August 5 for a fare of 70 pesos 
one way. The completion of the Atlantic Railroad gave Bogota its first land connec- 
tion with the Caribbean coast and linked the nation's eastern and western railroad 
systems into an integrated national network. 





Construction of the new line began in 1953 but became bogged down during 
the dictatorship of Rojas Pinilla, when only 83 miles were completed. Revived by 





*An autoferro is a one-car passenger train run by an electric motor. 
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the National Front government in 1958, the project received major impetus, cul- 
minating in its completion in July at a total cost of $90 million, $41 million of 
which was provided by the World Bank (HAR, XIII: 543). The new line revolution- 
ized the Colombian transportation system by uniting all parts of the nation except 
the eastern plains and thus facilitating freight and passenger travel between nearly 
all key points. Equally significant was its opening of 30 million acres of virgin 
land between Barrancabermeja and the Caribbean coast. The region promised 
extensive possibilities for forestry, ranching, fishing, oil drilling, mining, and 
the machine farming of cotton, rice, and maize. 


In spite of these signs of progress in two port cities, Buenaventura and 
Barranquilla, there was serious concern over the possible loss of trade which the 
railroad could mean to them. Buenaventura, the principal Pacific coast port, was 
disturbed over predictions by economists Lauchlin Currie and Henry Eder that the 
new railroad would reduce the city's annual importation to 250,000 tons and in- 
crease that of the Caribbean coastal cities of Cartagena, Barranquilla, and Santa 
Marta to 750,000 tons, or 75% of all Colombian imports. Barranquilla, the major 
Caribbean coastal port (located on the Magdalena River, which before the rail- 
road's completion had carried all non-air freight inland to rail connections for 
Medellin, Bogota, and other major cities), was concerned about losing some of 
its trade to Santa Marta. Businessmen, bankers, and importers of Barranquilla 
sought the construction of a rail link connecting the city with the Atlantic Railroad 
in order to balance the amount of trade handled by the two ports. The attraction 
of Santa Marta's crescent-shaped natural harbor presented a nightmare for the 
Barranquilla businessmen, who had long contended with the disgust of ship captains 
over the artificially constructed Barranquilla harbor, a long, narrow ditch leading 
from the sea to the Magdalena River. 


The Currie Plan and the Alliance for Progress. In his state of the union 
message to Congress, President Lleras Camargo made special reference to the 
services of economist Lauchlin Currie, former economic aide to Franklin Delano 
Roosevelt.* The comments were occasioned by a radical new economic and social 
reform plan just delivered to the Colombian Government by Currie, now a Colom- 
bian citizen and for the last 12 years an important adviser for Colombian planning 
commissions on economic development. Colombian newspapers gave the Currie 
Plan considerable attention, largely because its technical data would help establish 
the current status of Colombia's economic development planning, a prerequisite for 
aid under the Alliance for Progress program, but also because the plan reflected 
at least one economist's view that Colombia was facing a social and economic cri- 
sis of explosive proportions. Currie, while acknowledging the good work of the 
nation's present economic development program (HAR, XIII: 115-6), which he him- 
self helped formulate, claimed that the rate of economic development would have to 
be increased. The largest social problem, according to Currie, was that of an ex- 
cessive rural population plagued by minifundismo and a burgeoning urban population 
inadequately housed, clothed, and fed. Currie noted that to sustain Colombia's pop- 
ulation agricultural production would have to be increased, more efficient methods 
of farming would have to be introduced, minifundismo would have to be eliminated, 
and many marginal farmers would have to be moved to the cities. Increased indus- 
trialization in the cities would be necessary to absorb the growth in population and 
to increase the purchasing power for agricultural products. Currie, therefore, 








* 
See Arthur M. Schlesinger, Jr., The Politics of Upheaval (Boston, 1960), 
pp. 240, 387. 
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suggested two drastic steps: first, a government-directed migration of 1.5 mil- 
lion peasants to urban centers where government projects would provide jobs by 
bolstering industry and where 350,000 housing units would be constructed; second, 
increased mechanization and soil reclamation in agriculture. Currie recognized 
that such a plan would create social and political crises if carried out in the three 
to four years he proposed, but he claimed that the situation called for swift action 
and that in any case a national sentiment of almost mystical proportions would 
ameliorate any consequent hardships. In his message to Congress, Lleras Ca- 
margo acknowledged the importance of the Currie Plan but questioned the more 
drastic steps of the plan as too hasty and politically naive. Noting that Colombia 
could not become the kind of industrial power in afewyears that the United States 
and Great Britain had become in a century, Lleras Camargo reiterated his belief 
in agrarian reform and industrial expansion on present modest and "balanced" 
levels. 


Lleras Camargo further emphasized that Colombia was ready to accept aid 
as stipulated in President Kennedy's Alliance for Progress program. Colombia, 
he said, already had the economic development plans as well as the enthusiasm 
and governmental stability to utilize such aid wisely and economically. The Colom- 
bian delegation to the August conference of the IA- ECOSOC in Punta del Este would 
be comprised of technically-qualified personnel who would cooperate to the fullest 
in order to set up a program that would obtain the best results for Colombia. 


Finance and Trade. In line with his general emphasis on Colombia's eco- 
nomic development, Lleras Camargo outlined to the Congress a national budget of 
3,000 million pesos for the year 1962 (8.75 pesos = $1, free rate). If passed in 
full, the new budget would be an increase of 25% over that of 1961 (HAR, XIII: 899), 
with most of the additional expenditures going toward housing, transportation, edu- 
cation, and public health. In 1961, Congress had granted 45 million pesos more 
than Lleras Camargo's initial request (HAR, XIII: 398), but with the mounting po- 
litical opposition from the left and the right, the President was not expected to get 
all he was asking in 1962. 





The President also noted the recent decline in the value of the peso and as- 
sured Congress that proper steps were being taken toward its stabilization. On 
July 31 the free market peso skidded to a new low of 8.78/80 per dollar. Since 
the start of the year the peso had lost almost 19% vis-a-vis the dollar. The com- 
bined reserves of the Banco de la Repidblica were down to $119 million by mid-year, 
not including a $25 million stand-by reserve provided by the International Monetary 
Fund. Certificates of the official rate of exchange on exports and imports had sold 
at 6.71 per dollar since September 1960 (HAR, XIII: 628), but it was rumored that 
this rate would be adjusted to about 7.50 per dollar. The Treasury Ministry, how- 
ever, stood by its earlier declaration that the official rate of exchange for the peso 
would remain at 6.71 (HAR, XIV: 429). 


The Colombian Government announced an Export-Import Bank grant of $44.9 
million to finance development projects, including the importation of railroad and 
agricultural equipment. The government further announced its intention to reduce 
import guarantee deposits from the current 20% to 5% ad valorem on industrial and 
agricultural machinery and equipment. For the first six months of 1961, accord- 
ing to a Banco de la Repdblica report, there was an expansion of credit and peso 
volume of 350 million pesos, or 9%,in comparison with 6.2% for the same period 
of 1960. However, the rise in the cost of living offset much of the value of this 
credit expansion and was frankly recognized as a "cause for concern." 
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The new Colombian firm Industrias Mecklar bought 500 tons of light-colored 
tobacco from the British-American Tobacco Company and announced that it would 
begin production of Colombia's first Virginia-type cigarettes in October. Mean- 
while, the Colombian Institute of Tobacco Development made its first shipment of 
tobacco (in leaf) to the United States; it consisted of 46,800 kilos of dark tobacco 
grown in Bolivar Department. 


ECUADOR 


Popular Front Movement. One month before the convening of the regular 
session of Congress on August 10 and after less than a year in office, the admin- 
istration of President José Maria Velasco Ibarra faced increasing opposition from 
every direction. From without, an assembly of the traditional liberal party Partido 
Liberal Radical (in Guayaquil for the election of officers) demanded a new, more 
conservative policy from Velasco and declared itself in "belligerent opposition." 
The liberals were later imitated by the student organization Federaci6n Estudiantil 
Universitaria del Ecuador (FEUE). Carlos Maria Cardinal de la Torre increased 
rightist strength by publishing a pastoral letter about the Church's grave concern 
over the administration's attitude on nonintervention (in reference to Cuba) and 
Communism's designs on Ecuador. The Conservative Party intensified its opposi- 
tion by reminding party members of the prohibition to accept any appointment or 
office in the Velasco Ibarra government. 





From within, Vice President Carlos Julio Arosemena Monroy, recently re- 
turned from a visit to the Soviet Union (HAR, XIV: 530), publicly demanded that 


the Velasco Ibarra regime "change or perish."' Although the ax which threatened 

to complete the split of left-right elements within the governing party Federaci6n 
Nacional Velasquista (FNV) was wielded by Vice President Arosemena, the blade 
had been deftly sharpened by the bearded Castro sympathizer and former Interior 
Minister, Manuel Araujo Hidalgo (HAR, XIV: 237). Although determined to thwart 
leftist plans for a grand reception for Arosemena on his return from the Soviet 

bloc countries, the government had accorded him the normal military honors and 
protocol reception by the Foreign Minister and the dean of the diplomatic corps. 
This reception, fringed by placards bearing the inscriptions "Cuba si, Yanqui no," 
"We want relations with Russia," and "Viva Fidel Castro," was completely over- 
shadowed by the political haymaking of Araujo Hidalgo and other left-wing Velas- 
quistas who accompanied Arosemena from the airport to the Plaza del Teatro for 
an open-air political welcome-home rally. After a torrent of denunciations against 
every political element in Ecuador but the left wing of the FNV, Victor Zifiiga, the 
president of the leftist labor union Confederacién de Trabajadores del Ecuador 
(CTE), turned the platform over to Araujo Hidalgo. Somewhat handicapped by a 
recent tonsillectomy, the ex-president of the FNV nonetheless managed to croak a 
warning of ‘the impending revolution, '' which would demand a settling of accounts 
with the Conservatives. Perhaps most important was his call for the creation of a 
"popular revolutionary front."' Vice President Arosemena, who was the last of sev- 
eral to speak, contrasted his treatment as a "political exile" by Ecuadorian diplo- 
mats abroad with the warm reception afforded him by leaders in the Soviet bloc. 
While denying that he was a Communist, Arosemena expressed his admiration for 
the Soviet social experiment he had witnessed and emphasized the need for Ecuador 
to glean from it benefits applicable to its own situation. With the Velasquistas as 
the backbone of the popular front proposed by Araujo Hidalgo, Arosemena predicted 
that sufficient pressure could be brought upon Velasco Ibarra to "make him compre- 
hend" that only immediate "rectifications" could save his government from collapse. 
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Angered by what he termed the "grave threat'' which the demand for closer 
relations with Communist countries posed for his administration, Velasco Ibarra 
nonetheless demonstrated marked restraint by calling on Arosemena to be specific 
in his demands for "rectification." To Arosemena's veiled insinuation that with- 
out a new policy the Velasco Ibarra administration would not last out its four-year 
term, the President responded that any attempt to overthrow the government would 
be met in the streets and punished by the people. Velasco Ibarra's confidence in 
popular support also prompted him to respond to Arosemena's challenge to the 
unity of the FNV by urging disgruntled members to leave and call themselves by 
some other name since "the Velasquismo of Velasco Ibarra has the people's sup- 
port.'' But the President was not so sure of popular support as he once had been 
because of increased taxes and the threat of a sharp rise in the cost of living ex- 
pected as a result of the devaluation of the sucre (see below). Meanwhile, the 
scene of the battle between Velasco Ibarra and Arosemena was shifted to the Con- 
gress when, in answer to the President's demand for specifics, Arosemena called 
on Congress to pass emergency legislation to meet "present conditions." 


Prisoners; Conspiracies, Command, and Contraband. One indication of 
the administration's nervousness about the possibility of revolution was the kid- 
glove handling of political prisoners. One instance involved the arrest of four 
persons, including retired Rear Admiral Manuel Nieto Cadena and retired Police 
Captain Julio SAenz Carrién. Charges that the four were conspiring against the 
government were dropped and the men released when it was "determined" that the 
hand machine gun which was discovered in their possession had been legally im- 
ported into the country, allegedly for sale to the government. 





The Argentine terrorist Tomas Claudio Adiego Francia, arrested in May in 
connection with the training of members of the pro-Castro youth organization Unién 
Revolucionaria de Juventudes Ecuatorianas (URJE), pleaded not guilty to charges 
leveled against him. He then asked the Ecuadorian Government for political asy- 
lum or permission to travel to Cuba. 


Earlier in July, the military court of justice took action in the long-publi- 
cized case of Lt. Col. Arnoldo Herdoiza Chiriboga, who had been court-martialed 
and sentenced to three years in prison on January 29 in connection with the upris- 
ings in Portoviejo in June 1959 (HAR, XIV: 59). The disobedience of Herdoiza by 
refusing to attack the city was said to be the reason for the death of the army gar- 
rison commander Captain Galo Quevedo. In the July court action, Herdoiza was 
acquitted of the charges against him and restored to his full rank. 


In a more or less nonpolitical case, two U.S. pilots, James Boy Kirns and 
Lester B. Thorn Campbell, arrested in January for illegal entry and contraband 
activities (HAR, XIV: 58), were released. Each had paid a fine of $23,500. The 
sale of their plane and the contraband merchandise was expected to net the Ecua- 
dorian Government from $50,000 to $60,000. 


Council of State. The Council of State moved to elect a congressional rep- 
resentative to the national monetary board and authorized five administration am- 
bassadorial appointments. They were: Alberto Coloma Silva to Canada; Arturo 
Borrero Bustamante to Chile; Abel Romel Castilla to Honduras; José Ricardo 
Martinez Cobo to Uruguay; and Gonzalo Escudero Moscoso to the Organization of 
American States (OAS). The Council voted down a proposal to reconsider an ear- 
lier Ministry of Education agreement with a Czechoslovakian firm for the delivery 
of tools and equipment needed for 30 of Ecuador's national technical schools (HAR, 
XIII: 630). 
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Economy and Finance Ministry Changes; Exchange Rate Unified. July proved 
to be a critical month for the financial stability of the country. Within one week's 
time both the Minister of Finance and the Minister of Economy resigned. Some 
significance was given to the proximity of the convening of Congress in relation to 
the resignations of Bolivar Lasso Carrién as Finance Minister and José Ceballos 
as Economy Minister. The Guayaquil newspaper La Nacién speculated that the 
exit of Ceballos, together with the resignation of Otto Arosemena G6émez as presi- 
dent of the monetary board in June, had finally brought the period of economic in- 


novations to an end. According to La Nacién, the experiment had been a costly 
one. 





Jorge Acosta Velasco, nephew of President Velasco Ibarra, was named the 
new Finance Minister. Acosta Velasco had been an executive with the Social Wel- 
fare Institute and the Junta de Planificacién y Coordinaci6n Econémica, as well as 
general director of the Instituto de Colonizacién. The new Economy Minister, 


Leonardo Stagg Durkopp, had served in the same post during Velasco Ibarra's 
third term. 


The new men in the economic departments of government took immediate 
steps. Economy Minister Stagg announced the establishment of a new par value 
for Ecuador's currency and a major simplification of the country's exchange sys- 
tem. On July 14, the par value was changed by emergency presidential decree 
from 15 to 18 sucres to the dollar. Eliminated was the cumbersome system of 
multiple exchange rates which permitted at least 90% of all trade transactions, in- 
cluding those involving major export items (bananas, coffee, and cacao) to be con- 
ducted within 1% on either side of parity. Under the new system, the Central Bank 
purchase price was 17.82 and the selling price was 18.18. Export charges were to 
be reduced for certain key commodities. Exporters were to turn over to the Cen- 
tral Bank all credits obtained through exports. A small free market with a fluctu- 
ating rate would continue to operate for nonessential transactions in invisibles and 
unregistered capital movements and mainly as a means of controlling capital trans- 
fers.* The new emergency measures, taken in consultation with and with the bless- 
ing of the International Monetary Fund, obviously favored the coastal exports and 
hence soon came under fire from highland agriculturists, who pointed out that un- 
less compensatory measures were taken, the cost of farming in the Andes and in 
Ecuador's eastern jungle would rise as much as 25%. 


In a lengthy press release explaining the new decree, Economy Minister 
Stagg tried to synthesize the history of the problem. The basic cause for the un- 
stable monetary situation which the new law was designed to counteract was ana- 
lyzed as being the drop in the market value of Ecuador's exports-- which cost the 
country some $25 million annually, according to the report--and a rise in the cost 
of Ecuador's imports, which amounted to something like $20 million per year. The 
law was also designed to eliminate the drain on monetary reserves produced by 
smugglers who sought better exchange rates across Ecuador's borders. Within 
two weeks after the establishment of the new par value, the monetary board had 
formulated an extensive list of consumer goods which would be compensated for 
due to the effects of the new decree. Among the items appearing on the list were 
fertilizers, insecticides, chemicals, and medicines. The board also worked out a 


plan for the elimination of the 5% tax for the exportation of marginal products like 
straw hats and rice. 





*In July the free market fluctuated around 22 sucres to the U.S. dollar. 
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New Taxes. A new road tax, which amounted to about 1¢ a mile for travel 
over roads paved by the state, met a solid wall of opposition. The immediate re- 
action of the CTE was to call for a general strike to demand a 30% increase in 
wages. Sensitive to the reaction of the people and in response to an interview with 
a delegation from the "teamsters" union Sindicato de Choferes, the President of- 
fered to postpone putting the road tax into effect until "a careful study" could be 
made of the entire situation. There was sufficient reaction to other new taxes 
during late July to cause the President to submit to the Junta de Planificaci6n y 
Coordinacién Econémica a proposal that a plan be worked out to tax the wealthy in 
order to take the tax burden off the poor. 





Development Loans. A $5 million U.S. Government loan was made to the 
semi-autonomous government housing bank Banco de la Vivienda to encourage the 
establishment of mutual savings-and-loan associations. Authorization for the cre- 
ation of both the bank and the associations had been given in May. It was expected 
that at least five such associations would be created among the trade unions and 
cooperative groups in the larger urban centers within the coming year. Designed 
to be the first step in alleviating the housing problem among lower-middle and 
middle income groups, the bank loan was intended to facilitate the construction of 
about 15,000 new houses at an average cost of approximately $2,000 each (not in- 
cluding the land) in the next five years. The Ecuadorian home-financing system 
was to be established with the help of U.S. experts. At least two U.S. specialists 
were to continue to be employed, one as an adviser and the other to help organize 
savings-and-loan associations. 





The Inter-American Development Bank (IDB) announced the approval of a 
$2,365,000 loan for financing the cultivation of the African palm for the production 
of cooking oil in northwestern Ecuador. A sizable saving was expected to result 
from the development of the industry, since Ecuador currently imported more 
than $3 million worth of oils, and the demand was rapidly increasing. If produc- 
tion came up to estimates, the annual output would be approximately 7,000 tons, 
which would be worth some $2 million on the world market. The IDB loan was to 
be used to finance an investigation and technical assistance center, the maintenance 
of nearly 1,500 acres of African palm plantations, and the development of some 
15,000 acres more. The loan carried the guarantee of the Ecuadorian Government. 


PACIFIC COAST REPUBLICS 
PERU 


Widespread Labor Strife. The Peruvian scene was dominated in July by a 
wave of labor-management clashes, one of which became the subject of debate in 
Congress. On June 29, Eleuterio Alave Vargas, a picket of the striking civil con- 
struction workers' union, was shot and killed by one of the policemen who were 
trying to protect the laborers who had continued to work despite the strike. Ac- 
cording to the statement of one witness (quoted by Interior Minister Ricardo Elias 
Aparicio during his interrogation in the Chamber of Deputies), Alave had been with 
a group of pickets who were pelting the police with stones. The 21-day strike was 
settled on July 13 when the Labor Ministry granted wage increases retroactive to 
January 1. 





In the northern coastal city of Chiclayo, municipal employees struck to pro- 
test the firing of six workers. A 72-year-old street sweeper, Ismael Martinez, 





- 630 - 


who ignored the strike order and continued working, was beaten to death when a 
group of the strikers caught him. In the wake of the wave of indignation over the 
killing, the government dismissed the mayor of Chiclayo, Carlos Castafieda. 


Prolonged bus and textile strikes and a brief telephone strike contributed to 
the labor troubles. Bank employees went on strike over the refusal of the banks 
to pay them wages for a previous day of work stoppage. Aprista sources said 
that many of the strikes had negligible support from the rank-and-file workers, 
and the government blamed the agitation on "Communists directed from Cuba." 
The opposition cited the rapid rise in the cost of living as the principal reason for 
the strikes. 


1962 Election Alliances. President Manuel Prado's government party Movi- 
miento Democratico Peruano (MDP) held its fourth national convention starting 
on July 22. No candidate was nominated for the 1962 presidential elections, the 
leadership contenting itself with promising "the formation of a vast alliance of 
political forces in which APRA will be included." The presence of the Aprista 
leaders at the convention and promises to continue the "coexistence" government 
of APRA and MDP, if re-elected, seemed to point to possible MDP support of an 
APRA presidential candidate to be nominated at the Aprista convention in Decem- 
ber. The Aprista newspaper La Tribuna editorially hailed the declarations of the 
MDP leaders and implied APRA's intention to participate in an electoral coalition 
with the MDP. 





Former dictator (1948-56) General Manuel Odria was reported to be pessi- 
mistic about the chances of electoral success for himself and his Unién Nacional 


Odriista (UNO). Consequently, he was exploring prospects of aligning himself 
with one of the other political parties. 


Political controversy related to the 1962 presidential elections dominated 
the debate in the Senate over the electoral statute passed by the Chamber of Depu- 
ties in June (HAR, XIV: 532). The statute would provide for close supervision of 
the elections by a national election board and by local authorities in the depart- 
ments. It met opposition, however, from former dictator Odria because it would 
not provide for military supervision of balloting procedures and from Fernando 
Belainde Terry, Accién Popular (AP) presidential candidate, because it omitted 
provisions for a single ballot and guaranteed representation for minority groups. 
The bill was not likely to be altered in the Senate. 


Leftist Weekly Charged with Slander. Although the Communist Party and 
its publications were officially outlawed in Peru (HAR, XIV: 60), party policies 
continued to be aired in Libertad, nominally the official organ of the Social- 
Progresista (SP) party. In its June 28 issue, Libertad accused Premier Pedro 
Beltran, Minister of Development and Public Works Jorge Grieve Madge, and 
Foreign Minister Luis Alvarado Garrido of using their official positions to ad- 
vance their own financial interests in oil, cement, and milk, respectively. On 
the basis of these accusations, Justice Minister José Merino Reyna brought for- 
mal charges of desacato (libel against government) against Libertad, stating that 
the paper had used "phrases which offended the dignity and decorum" of the three 
officials and had “attributed to their intervention motives other than those which 
patriotically guide said functionaries in the exercise of their duties." The investi- 
gating judge, Moisés Vidal Dominguez, dismissed the charges on the grounds that 
such criticism of the government was within that allowed by freedom of the press 
and that it was not a violation of the normal libel laws. The editor of the offending 
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issue was "Sofocleto" (Luis Felipe Angell), who had traveled in Cuba and was 
considered a Fidelista. While the complaint was being investigated, "Sofocleto" 
was demoted from the editorship of Libertad, and direction was assumed by lead- 
ers of the SP party. 


San Marcos University Closed by Strike. On the recommendation of the 
new president of the University of San Marcos, Luis Alberto Sanchez (HAR, XIV: 
533), the Chamber of Deputies approved a bill establishing co-government in the 
Medical School of the university. The Medical School had been the only division 
of the university which did not have the co-government system (whereby a third 
of the members of the governing bodies of the university are students chosen by 
the student body). The bill was pending before the Senate when the medical stu- 
dents went on strike on July 2 to urge the passage of the bill. On July 13, the en- 
tire San Marcos student body joined the medical students' strike; and on July 17, 
the Federaci6én de Estudiantes del Pert, headed by Fidelista Max Hernandez, 
called for a nationwide student strike. The strike call received only partial sup- 
port outside of San Marcos, the other student leaders feeling that there was no 
justification for the strike, since the Chamber of Deputies had already approved 
their demands and the Senate would probably follow suit. 





The faculty and administrators of the Medical School, who had long argued 
that their standards could not be maintained under co-government, announced that 
they would resign en bloc if co-government became law. Unwilling to make an un- 
equivocal decision in the face of the opposing pressures, the Senate referred the 
decision to the Inter-University Council, which was expected to decide in favor of 
co-government. Some newspapers vigorously condemned the irresponsibility of 
the students in closing the university under these circumstances and questioned 
the validity of the whole system of student participation in university administra- 
tion. 


Census Taken. On Sunday, July 2, the first census since 1940 and the sixth 
census in Peru's history was taken. In Lima all residents were required to remain 
in their houses the entire day; the counting in some of the more remote rural areas, 
however, would not be completed until the end of July. The results of the census, 
including data on housing, livestock, and income, would not be completely tabulated 


before 1963; the figure on total population, however, was expected before the end 
of 1961. 





Difficulties with U.S. Aid. The opposition press seized another opportunity 
to attack the government when U.S. envoy Adlai Stevenson expressed shock at the 
lack of effort in Peru, Bolivia, and Ecuador to bring the Indian masses into the 
national economies of their countries (HAR, XIV: 531). Development Minister 
Grieve unintentionally confirmed Stevenson's criticism when, on being questioned 
by an opposition reporter regarding Stevenson's statement, he insisted that he 
could produce statistics on the government's programs to foster development. 
Pro-government papers did not print Stevenson's comments. 





Premier Beltran was criticized in his capacity as Minister of Finance and 
Commerce by the New York Times as well as by Peruvian opposition papers for 
his Ministry's failure to provide Peru's token share--400,000 soles (26.8 soles = 
$1)--of the cost of the school-lunch program negotiated by Beltran during his May 
visit to Washington (HAR, XIV: 436). Peru's share of the cost was to pay for the 
transportation of the foodstuffs from the coast to the Puno area. 
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Housing and Development Projects. The International Basic Economy Cor- 
poration (IBEC), founded by New York Governor Nelson Rockefeller, announced 
plans for the completion of 200 low-cost housing units in the outskirts of Lima in 
the next six months. IBEC plans called for the construction of 600 more units in 
the next two years, to be sold at prices varying from 80,000 to 155,000 soles, with 
a 30% downpayment and the balance to be paid over a 10- or 20-year period. Four 
model homes had been constructed in the Salamanca urban redevelopment area, 
and public response to the project was demonstrated by 700 applications from pro- 
spective buyers. A bill was introduced in the Senate for the construction of com- 
fortable, sanitary homes for farm laborers; they would be provided by the land- 
owners at their own expense. 





More than 200 credit unions for Indians were reported "flourishing" through- 
out the country as part of a project launched in 1955 by Father Daniel McLellan, a 
Maryknoll priest. The first one had been established at Puno, and by July an esti- 
mated 50,000 Peruvian families had received 80 million soles worth of loans. 
Father McLellan had recently created a home savings and loan association which 
boasted 782 members and a capital of over 13 million soles, offering 20-year mort- 
gages on 40,000-sol homes. 


The government allocated a 112-million-sol surplus from the 1960 budget 
for development projects. The surplus would be distributed among the following 
projects: the Peru-Via national development survey; the Machu-Picchu hydro- 
electric plant; the Huadquifia-Quillabamba railway; the study of the Majes irriga- 
tion project in Arequipa; the paving of the Aguaytia-Pucalla highway; the recon- 
struction of the Mejorada-Ayacucho road; the purchase of school equipment; and 
school assistance in rural areas. 


Land Distribution. The second phase of the Quiroz-San Lorenzo irrigation 
project in the northwest coastal department of Piura was completed with 64 farm- 
ers receiving lots of about 20 acres each in what the government called "the begin- 
ning of the agrarian reform." The original laws establishing the irrigation project, 
passed during the Odria administration, had based the distribution of the land on 
competitive bidding, which would have favored the big landowners. The laws gov- 
erning the distribution had been changed, however, so as to give first opportunity 
to colonizers who demonstrated a willingness and a likelihood of working their 
farms successfully. Each group of individual farms was to be centered around a 
model farm which would provide education in agricultural techniques. Some of 
these model farms were already demonstrating the productivity of the irrigated 
desert. The opposition newspaper El Comercio maintained that the distribution 
of 64 lots could not be called an “agrarian reform" and that, in effect, the Quiroz 
project would remain unfinished until laws 13240 and 13438 were applied. These 
laws provided for the expropriation, division, and actual distribution of lands. 





Referring to a colonization project along the Apurimac River in southern 
Peru, Libertad accused several government officials, including Interior Minister 
Elias Aparicio, of having illegally acquired vast acreages at nominal prices. In 
this colonization project, government plans called for the eventual distribution of 
30-acre lots among thousands of farm workers. 


In Huancavelica, Bishop Florencio Coronado Romani announced that the 
Catholic Church would distribute 25,000 acres among 300 rural families. In so 
doing, the bishop stated, the Church was contributing to the agrarian reform be- 
ing undertaken by the Beltran government. 
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At a meeting of the Junta de Control At6émico, a plan was presented by the 
International General Electric Company for the utilization of the waters of Lake 
Titicaca for irrigation and power purposes. An atomic energy plant would provide 
the power to pump the water from the lake to adjacent areas and over the high An- 
dean passes, whence it would descend to the lowlands, generating hydroelectric 
power and furnishing water for irrigation. Ata cost of 7,000 million soles, the 
project would include a nuclear reactor, a pumping plant at the lake, a system of 
canals with hydroelectric stations, and an irrigation system. In the Lake Titicaca 
region, 750,000 acres would be irrigated, possibly extending also to adjacent areas 
of Bolivia. Power output would be a minimum of 300,000 kw. comparing favorably 
with the 100,000 kw. of atomic energy required to pump the water from the lake. 


Economic Situation. A controversy over the cost-of-living statistics arose 
between El Comercio and the government. According to El Comercio, the gov- 
ernment was deliberately withholding information in an attempt to cover up for an 
alarming rise in the cost of living during the past months. The government, said 
El Comercio, had arbitrarily decided that 1960 should be considered the base in- 
dex year (1960 = 100) for the cost-of-living computations. Official figures given 
by the Banco Central de Reserva indicated that the cost of living had risen 16.4 
points from February to March 1961. This figure was based on an index of 100 for 
1934-36. Other sources, taking 1953 as the base year, presented a more compre- 
hensive picture (February--168; March--171) for the opening months of 1961. 





For the second consecutive month there was a foreign trade deficit, bring- 
ing the total deficit for the first five months of 1961 to 144 million soles. This 
occurred in spite of increasing exports because of an even greater increase in 
imports. The net goid and foreign exchange reserves, nevertheless, reached a 
record 1,460 million soles. 


BOLIVIA 


Congress in Extraordinary Session. On July 1, an extraordinary session 
of the Bolivian Congress was ordered by Presidential decree. The session was 
called to consider reforming the national constitution in accordance with the polit- 
ical, economic, and social objectives of the governing Movimiento Nacional Revo- 
lucionario (MNR). Vice President Juan Lechin presided over the Congress. There 
was no quorum on the opening day since many senators and deputies were out of La 
Paz or loath to attend because of the state of siege (martial law) still in force (HAR, 
XIV: 534-5). Members of the leading opposition parties--the Falange Socialista Bo- 
liviana (FSB) and the Movimiento Nacionalista Revolucionario Auténtico (MNRA)— 
either did not attend or walked out in protest when they could not be heard. The 
Partido Social Cristiano (PSC) denounced the session as an effort by the MNR ad- 
ministration to write MNR statutes into the constitution. All the opposition parties 
obviously considered it unfair of President Victor Paz Estenssoro to call an extraor- 
dinary session during a state of siege; nevertheless, the session went on. 





Although the Congress experienced difficulty in accomplishing its objectives 
because it was difficult to obtain a quorum, by the end of July the job was done. 
Among the notable features written into the new constitution were: the termination 
of financial support for the Roman Catholic Church and making the Church independ- 
ent of the government; the incorporation of the militia into the regular army; the 
abolition of capital punishment; more direct power for the President; the extension 
of suffrage to the Indians; provisions relating to the nationalization of mining and 
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other industries, financial institutions, and public utilities; and the legalization 
of the agrarian reform. 


Opposition parties immediately attacked the new constitution as invalid. 
Many illegalities were alleged; principally that a special Congress should have 
been elected to approve a new constitution rather than having it approved by a 
regular Congress in extraordinary session during a state of siege. The MNR 
countered that it was planning to have the new constitution approved at the regular 
session of Congress to be convened on August 7. The new constitution was to be 
printed not only in Spanish but also in the three Indian languages--Quechua, Ay- 
mara, and Guarani. 


Miners and Peasants Restive. In July, extremist miners attacked the Cath- 
olic radio station Pio Doce in Catavi. Dynamite was thrown against the side of the 
building housing the broadcasting equipment; rocks were thrown and windows bro- 
ken in the nearby church and parochial house. The station had been appealing to 
Catholic miners to establish peace and tranquility in the mines. No sooner had 
the attack taken place than hundreds of men and women of the surrounding areas 
came to the defense of the station. The attacking miners were dispersed after 
four of their number had been injured. A dangerous situation had been created in 
the mining areas by the constant conflicts among the various factions. Miners 


were generally afraid to resume work for fear of reprisals from one faction or 
another. 





After the affray, Catavi miners, headed by César Lora, called for the ex- 
pulsion from Bolivia of the Canadian priests of the order of the Oblatos de Maria 
Inmaculada, who operated the radio station. The miners said they did not oppose 
the priests as such, but that they should be of Bolivian nationality and that foreign- 
ers should not intervene in Bolivia's internal affairs. Archbishop Abel Antenzana 
of La Paz appealed to the government to guarantee the security of the priests. 
Meanwhile, further broadcasting from the station was discontinued. 


Technical and administrative employees of the Catavi and Siglo Veinte mines 
were sent to Oruro on the advice of the management of the Corporacién Minera de 
Bolivia (COMIBOL), as a result of the disturbed atmosphere in the camps. Some 
50 of the employees proceeded to La Paz and refused to return to the mines unless 
the government would guarantee their safety. They stated that not only were they 
in danger in the camps but that under existing conditions of anarchy and disorder 
it was impossible for them to effect any increases in production. 


Under these conditions, President Paz Estenssoro sent a message to Con- 
gress, in extraordinary session at the time, explaining his reasons for establish- 
ing and maintaining the state of siege. He reiterated that his basic reason was to 
maintain civil and political order while trying to implement plans for developing 
the nation's economy. It was further stated that the reason for detaining certain 
labor leaders had not been because of their union activities but rather their sub- 
versive political actions. Vice President Lechin, in his capacity as executive 
secretary of the Federacién Sindical de Trabajadores Mineros de Bolivia (FSTMB), 
met with President Paz Estenssoro and requested the release of the labor leaders 


detained in connection with the June threat to overthrow the government (HAR, 
XIV: 535). 


While these disturbances were taking place in the mines, there was news 
from the Cochabamba Valley that warfare was about to break out again among the 
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peasants. Reports indicated that after the withdrawal of the military guard from 
Tarata, a town of some 3,000 inhabitants, the peace was threatened by the peasant 
leader Genaro Amurrio. To oppose this threat, Miguel Veyzaga, leader of the 
rural populace of Cliza, began organizing other armed groups. No serious clashes 
had taken place by the end of July. Meanwhile, two rival communities in north 
Potosi appealed to the government to establish order in the area, which was threat- 
ened by the activities of extremists. In many other localities, armed peasants 
were seeking out trouble-making groups. In general the rural populace backed the 
President in his efforts to put down anti-government activities. 


MNR Presidential Candidates; Opposition Leader Flees. Two sectors of the 
MNR--the leftist Sector Izquierda, headed by Roberto Méndez Tejada, and the Sec- 
tor Socialista, led by Anibal Aguilar—met at the instigation of President Paz Esten- 
ssoro for the purpose of agreeing upon MNR candidates for the 1964 presidential 
elections in order to combat effectively the opposition of Communists and "con- 
servatives,"' which together might constitute a threat to a disunited MNR. After 
the meetings, some observers were convinced that the leaders of the MNR had 
agreed on Juan Lechin as candidate for the Presidency and Anibal Aguilar as the 
candidate for the Vice Presidency. 





The opposition parties had not yet begun to speak of candidates for the 1964 
elections. Indeed, the state of siege had played havoc with them; many had been 
exiled or held in detention, while others were afraid to show aggressive action. 
Mario Ocampo Castillo, editor of Antorcha, organ of the FSB, was picked up by 
the police for allegedly libeling Col. Luis Gayan Contador. He managed to break 
away and sought refuge in the Brazilian Embassy. Meanwhile, the police held 
Ocampo's wife as an accomplice. In all, the government gave the opposition a 
hard time during July. 


Soviet Affairs Quiet. In the midst of the government's suppression of local 
Communist activities, the Bolivian legislative mission to Moscow returned to La 
Paz. Deputies Armando Molliendo, Hugo Sudrez, Mario Roncal, Humberto Lozano, 
and Saturnino Lima met with President Paz Estenssoro and reported on their two- 
month visit to Russia, Czechoslovakia, East Germany, and Great Britain. Among 
the factors reported was the enthusiasm over Bolivia which the Soviet mission of 
December 1960 (HAR, XIII: 911) expressed on its return to Russia. 





On July 5, President Paz Estenssoro answered a friendly letter from Presi- 
dent Kennedy. He wrote that he could see that the U.S. President understood the 
aspirations of the Bolivian people and that the program of cooperation (HAR, XIV: 
437) was only the beginning of friendly relations between Bolivia and the United 
States. Paz Estenssoro added that he welcomed the Alliance for Progress with 
enthusiasm. 


With the troublesome Cuban chargé d'affaires Mario Garcia Triana out of 
the country (HAR, XIV: 537), Bolivia's foreign relations were uneventful during 
July. However, the perennial movement to regain an outlet to the sea was re- 
awakened by the head of the maritime action committee Centro de Accién Mari- 
tima, Gast6n Velasco, who was also the mayor of La Paz. He advocated the 
recovery of the Chilean Pacific Coast ports of Antofagasta, Tocopilla, Cobija, 
and Mejillones, which formerly belonged to Bolivia. He again pointed out that the 
treaties which gave these areas to Chile were imposed by force. 
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Mine Rehabilitation Plan Stymied. After 14 months of investigations and 
negotiations, the Plan Triangular for rehabilitation of the nationalized mines was 
still not put into effect. On July 18, the Inter-American Development Bank (IDB) 
announced final approval of a $4.5 million loan to help finance the program. The 
total cost for the first year was estimated at $16 million. Of this sum, the fol- 
lowing outside funds had been committed to finance the investment: the $4.5 mil- 
lion loan announced by the IDB; the $3.5 million loan granted by the U.S. Govern- 
ment to the Bolivian Government in April 1961 (HAR, XIV: 438) for tools, spare 
parts, and other expenses; a credit of 15 million deutsche marks (approximately 
$3.75 million) from the government of West Germany; and the equivalent ofa$1.5 
million credit from the Argentine Government to the Bolivian Government granted 
in June for the purchase of food stocks for the commissaries. 





The plan, prepared by the IDB and approved by representatives of the United 
States, West Germany and the IDB in an agreement signed June 11 after negotiations 
in Washington (HAR, XIV: 538-9), was still not signed by the Bolivian Government 
at the end of July. Bolivia seemed to be equivocating over binding itself to fulfill 
certain prior conditions demanded by the lenders. There was much criticism of 
the stringent terms of the loan, especially by the leftist miners. Even Vice Presi- 
dent Lechin, in a statement to the press on July 30, expressed little faith in the 
plan. Meanwhile, Communist elements were pressing for consideration of the 
Soviet offer of $150 million (HAR, XIV: 157) made for the over-all development of 
the Bolivian economy. 


On July 3, Patifio Mines and Enterprises announced they would call a special 
meeting of stockholders in New York to vote on a proposed final settlement with the 
Bolivian Government of payments for the expropriation of the company's mining 
properties in Bolivia on October 31, 1952. The government had offered around $6 
million. Payments would be spread over a period of eight years and would be in 
addition to the approximately $3.75 million which Patifio Mines had already re- 
ceived up to March 31, 1961. Settlements with the Aramayo and Hochschild groups 
were yet to be made. 


Other Economic Development Plans Presented. The plan for over-all eco- 
nomic development submitted to the President in June (HAR, XIV: 538) by the Na- 
tional Planning Committee and technicians from the United Nations Economic Com- 
mission for Latin America (ECLA) was approved in its entirety by representatives 
of COMIBOL, the Yacimientos Petroliferos Fiscales Bolivianos (YPFB), the Banco 
Agricola, the Banco Minero, and the Armed Forces. The object of the plan was to 
double the per capita income and to raise the living standards of the people. The 
plan was to form the basis of the presentation of the Bolivian delegation to the In- 
ter-American Economic and Social Council meeting in Punta del Este in August. 
Financing would be 30% by foreign aid and 70% by internal capital. The program 
was to follow a ten-year plan and would cost about $120 million. 





The plan for the development of agriculture and livestock was detailed by 
the manager of the Banco Agricola, Fernando Caceres. This plan was based on 
contemplated loans through the Corporacién Boliviana de Fomento from the IDB 
and the U.S. Overseas Mission (USOM) of the International Cooperation Admin- 
istration. The total amount--$4.2 million— would be distributed as follows: $1.7 
million to take care of agriculture on a large scale; $1 million for smaller agricul- 
ture and transportation of surpluses to market; and $1.5 million for medium-sized 
farms. The objectives of the plan were the achievement of self-sufficiency in agri- 
cultural production, the development for export of sub-tropical products, and the 
stimulation of traditional forms of agriculture. 
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On July 8, the Minister of Agriculture delivered 120 titles of agricultural 
lands to the Japanese colony of "San Juan" in the department of Santa Cruz, Ichilo 
Province, in eastern Bolivia. This colony had been in Bolivia since 1956 and had 
made a notable success, particularly in rice production. 


Another Prop for Currency Exchange Rate. The representative of the Inter- 
national Monetary Fund (IMF) in Bolivia, George Clark, reported to the press on 
July 15 that the standby agreement between the IMF and the Bolivian Government 
would be signed before the end of the month. The agreement, actually signed on 
July 27, provided for a stabilization fund of $7.5 million during the next year. 
Clark added that the Bolivian currency was now "more stable than any other in 
South America," and that as a consequence, Bolivians were saving bolivianos in 
preference to U.S. dollars. The exchange rate of the boliviano had remained at 
11,885 bolivianos to the dollar since January 15, 1959, but it was difficult to see 
how the boliviano could be considered more stable than any other in Latin America 
when a stabilization fund was needed and when the over-all economy remained in a 
precarious condition. 





CHILE 


President Alessandri and the Political Scene. The most significant of Pres- 
ident Jorge Alessandri Rodriguez's activities during July was the series of conver- 
sations he held with leaders of the three government parties—the Partido Conserva- 
dor Unido (PCU), the Liberal Party, and the Radical Party. The topic which was 
discussed was apparently the formation of a new Cabinet. After several fruitless 
meetings, the President finally summoned the members of the executive council of 
the Radical Party and told them he could not accept as part of his program certain 
demands and resolutions adopted at the party's national convention in June (HAR, 
XIV: 541). The most important of these unacceptable points was a wage increase 
for government workers and employees in private industry. In addition, the Radi- 
cals had requested that their men be appointed to the Ministries of Foreign Affairs, 
Economy, Lands and Colonization, and Mines. 





In response to the President's refusal to satisfy their demands, the Radical 
Party chiefs asked that all party members in posts under the exclusive responsi- 
bility of the President resign, although they made no official decision to join the 
ranks of the opposition. This resolution affected 31 persons including four ambas- 
sadors, several advisers in government and government-sponsored agencies, and 
heads of bureaus. There was no doubt that the step weakened the position of the 
administration. There was hope in political circles that the rift would be patched 
up by new discussions, since the President could not embark on a program of re- 
forms without the full collaboration of the Liberals, Conservatives, and Radicals. 


Defense Minister Joaquin Fernandez y Fernandez also resigned, purportedly 
for reasons of health, although press and radio reports said that the real reason 
was his disagreement with an executive bill regarding salary and wage increases 
for the Armed Forces (see below). The President named Minister of Lands and 
Colonization Enrique Bahamonde Ruiz to double in the defense post temporarily as 
Acting Minister. 


President Alessandri made two decisions in July which threatened to have 
dangerous political repercussions. First, he sent a bill to the Chamber of Depu- 
ties providing for a 23% salary increase for the four branches of the Armed Forces 
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(Army, Navy, Air Force, and Carabineros) but specifically excluding other pub- 
lic servants, including state personnel. Both the House and the Senate approved 
the bill in stormy sessions. A sidelight to the bill was a Senate disclosure that 
the Chilean Army had a general for every 1,000 men and a colonel for every 200 
men. How the administration expected bureaucrats to accept this development 
without resentment and without demanding an equivalent pay increase was some- 
thing of a mystery. 


Later the Alessandri government authorized a 66% increase in bus fares 
after denying that such a hike was in the making. The decree permitted buses of 
a certain color to raise fares from 30 to 50 pesos* (from approximately 3¢ to 5¢). 
It also limited standing passengers to ten but made no special provision for the en- 
forcement of this ruling. The bus fare boost produced one startling and immediate 
effect. The Santiago Municipal Council, controlled by the three pro-government 
parties, voted 11 to 1 to protest the increase and to demand its immediate repeal 
"because it is damaging to the interest of the workers and the population in general." 
The opposition claimed the government had authorized the fare increase in order to 
pay political debts to bus owners and further alleged that it had completely ignored 
its policy of price stability. The situation was unique. It was believed to be the 
first time that the Santiago municipal government had taken a stand in direct and 
open defiance of the national executive. 


Housing Controversy. An estimated total of 2,000 families (approximately 
10,000 persons) camped on the site of a long-delayed government housing project 
in Santa Adriana near Santiago. Many settlers declared that they had filled out 
endless governmental forms and had paid their required deposits, yet promises of 
low-cost homes had not been fulfilled. Although the squatters were living under 
the most primitive conditions, they seemed determined to resist evacuation. After 
an interview with the President, Undersecretary of the Interior Jaime Silva charged 
three Communist deputies--Orlando Millar, Cipriano Pontigo, and Victor Sallegui- 
llos-- with instigating the occupation of the land. Silva called in Frente de Acci6én 
Popular (FRAP) leaders, headed by Carlos Montero, and explained the government's 
position regarding the development. He told them that the occupation constituted an 
interference with the rights of those families promised prior access to the 1, 400 
houses under construction. He added that the police had been instructed to prevent 
the recurrence of similar incidents. The government housing agency Corporaci6n 
de la Vivienda (CORVI) brought a suit against the "invaders" and charged them 
with illegal seizure, theft, and damage. At this juncture, the Partido Demécrata 
Cristiano (PDC) voiced its support of the occupation. In view of the desperate 
shortage of homes in the area (an estimated 110,000), the government was acting 
cautiously. 





Bid to Tighten Copper Controls. The troubled copper-mining industry, which 
provided 56% of Chile's 1960 exports, occupied center stage in July as a result of 
proposed legislation to tighten government controls over copper output and market- 
ing. The tense situation began with an article by the Conservative senator for Col- 
chagua and O'Higgins Provinces, Francisco Bulnes Sanfuentes, published in the 
Socialist newspaper Diario Ilustrado. Bulnes Sanfuentes stated that if the copper 
companies did not begin their planned $300 million expansion program immediately, 
the Chilean Government should obtain credits from President Kennedy's Alliance 











*The escudo is equal to 1,000 pesos; 1.05 escudos equal $1; therefore, 
1,053 pesos are equal to $1. 
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for Progress to nationalize the mines "according to law and equity."" The Senator 
was referring to the stalled plans of the Anaconda Copper Company and the Kenne- 
cott Copper Corporation to increase production levels at their three mining proper- 
ties. Negotiations with the Chilean Government had reached an impasse over the 
size and scope of the tax concessions which the companies were demanding as a 
prerequisite for further investment (HAR, XIV: 442). 


PDC Senator Radomiro Tomic echoed Bulnes' statements before the Senate, 
reviving his party's bill which would rewrite the 1955 copper law and establish 
government control over copper operations. The PDC bill set forth four basic 
points: the creation of a state monopoly to control the sales and distribution of 
Chilean copper throughout the world; the establishment of a copper corporation to 
complement the existing Copper Department and handle the added labor involved in 
taking over worldwide sales; the initiation of measures designed to stimulate pro- 
duction; and the refining of more raw copper in Chile instead of exporting blister 
copper for refining abroad. (According to government estimates, about 64% of 
Chilean copper was currently refined in Chile.) 


The Communists made their bid when Carlos Rosales, a member of the 
Chamber of Deputies, introduced a bill that would require U.S. copper concerns 
to refine all their copper in Chile. Not to be outdone, Socialist Party leader Sal- 
vador Allende proposed a bill to create a national copper enterprise which would 
operate the copper industry as a public utility. The Chilean copper workers' union 
would appoint managers and the University of Chile would provide industrial tech- 
nicians. The bill also stipulated that the government would pay $209,444,235 for 


the expropriated properties, payable in 3% state bonds redeemable in 30 years. 


Observers saw little chance that any of the bills would pass. Rather, Con- 
gress was expected to approve legislation aimed at expanding production, refining, 
and international marketing. This would be along the lines recommended by Min- 
ister of Mines Enrique Serrano Viale-Rigo in an address before a joint session of 
Congress. Serrano's proposal would compel U.S.-owned copper concerns to in- 
crease production capacity 15% every three years and also to increase processing 
facilities to refine 90% of the output in Chile. Serrano also referred to a possible 
new copper policy in a later press conference (see below). 


The Andes Copper Mining Company, an Anaconda subsidiary, and the Chilean 
unions were negotiating to agree on a new wage contract and avert a strike at the 
El Salvador mine and the Potrerillos smelter. At a meeting with Labor Minister 
Hugo Galvez Gajardo, the union reduced its 40% wage increase demand to 35%, 
while the company stuck to a raise of 10%, as suggested earlier by the Minister of 
Mines. The company had previously offered a 7% wage increase. Chilean observ- 
ers believed that a compromise of around 15% would be reached. The strike dead- 
line was set at midnight, August 10. 


New Iron Development and Ownership. The Minister of Mines announced 
the discovery of a huge iron ore deposit, believed to be about 90 miles long, in the 
province of Atacama (between Vallenar and Copiap6). The discovery was made by 
the Instituto de Investigaciones Geoldgicas, which is financed by the United Nations 
and the government development agency Corporaci6n de Fomento (CORFO). Offi- 
cial sources gave no information on the amount of iron ore contained in the deposit, 
but speculation went up to several hundred-million tons. 
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Minister of Mines Serrano held a press conference to outline the govern- 
ment's future mining policy. He proposed the formation of a corporation to be 
called the Gran Mineria de Chile, which would consist of the CORFO and the Em- 
presa Nacional de Mineria (ENAMI) on the one hand and the Chilean public on the 
other. If this proposal proved workable in the steel industry, it would be applied 
to the other mining industries, such as copper, in the future. During the first 
stage, the production of iron ore was expected to reach 5 million tons. In the ini- 
tial investment of 65 million escudos, private stockholders were to subscribe 20 
million escudos, and CORFO, together with ENAMI, would subscribe 45 million 
escudos through loans. The Minister estimated an annual profit of 10 million es- 
cudos and employment for 2,000 persons. Actual work was to begin in three years. 
In the second stage, production was to reach 10 million tons yearly; investment 
would reach 32.5 million escudos; and annual profits, 24 million escudos. Employ- 
ment would reach 3,000 persons, and foreign exchange returns would be $65 mil- 
lion. It was apparent that the government, through CORFO and ENAMI, would 
exercise control over the new organization. 


The U.S.-owned Minerals and Chemicals Philipp Corporation announced the 
purchase of controlling shares in the Compafiia Minera Santa Fe for $8 million, 
half in cash and half in notes. The company was the largest producer of iron ore 
in Chile, shipping 3 million tons in 1960 to the United States, West Germany, Japan, 
and Argentina. Its proved reserves were estimated at 30 million tons. The acqui- 
sition gave the Minerals and Chemicals Philipp Corporation several ore-carrying, 
ocean-going vessels. The Compafifa Minera Santa Fe was also negotiating contracts 
to acquire four 45,000-ton ore carriers under construction in Japan and the Nether- 
lands. The addition of these vessels to the present fleet would make Minerals and 
Chemicals Philipp's entry into the shipping business. 


New Petroleum Deposit; Production Up. The government petroleum corpo- 
ration Empresa Nacional de Petréleo (ENAP) announced the discovery of a new 
petroleum deposit in the vicinity of Punta Wreck on the north coast of the Straits of 
Magellan. First calculations indicated that the deposits were of enormous magni- 
tude, extending to the submarine base of the strait. 





The output of petroleum reached a daily average for 1961 of 3,850 cubic me- 
ters as compared to an average of 3,142 cubic meters in 1960. With the recent 
completion of 78 miles of new pipeline from Daniel to Punta Delgada, the ENAP 
hoped to increase its daily output to 4,200 cubic meters. 


Highway Development Project Announced. The World Bank and its affiliate, 
the International Development Association (IDA), joined in providing the equivalent 
of $25 million to Chile for the improvement of roads. The IDA extended a develop- 
ment credit of $19 million for the construction, rehabilitation, and consolidation of 
the main secondary roads in ten southern provinces of Chile, including the country's 
most important agricultural region. The World Bank made a loan of $6 million to 
finance imported equipment required for road maintenance operations throughout 
the whole country. The IDA credit was for a term of 50 years, interest free. The 
World Bank loan was for a term of nine years and bore interest of 5-3/4%. The high- 
way department of the Ministry of Public Works was responsible for the execution of 
the projects. It was expected that the construction work would be carried out over 
a period of about three years, ending in June 1964. All work was to be executed un- 
der unit-price contracts let on the basis of international competitive bidding. 
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Expansion of Trade with Argentina, Brazil, Russia, and Cuba. Minister of 
Economy and Reconstruction Eduardo Figueroa Geisse and Foreign Minister En- 
rique Ortizar Escobar made a joint trip to Buenos Aires, Rio de Janeiro, and Bra- 
silia during July. In Argentina, they discussed the means of intensifying commer- 
cial interchange in accord with the treaty of the Latin American Free Trade Asso- 
ciation. Following the visit to Brazil, OrtGzar Escobar reported that Chile and 
Brazil had agreed to allow their bilateral payment agreement to lapse on October 1. 
From that date on, the two countries were to conduct all their trade operations in 
convertible currencies. An undertaking to promote Chilean trade with Brazil was 
also made by the visiting Ministers, with particular reference to the exchange of 
Chilean copper and nitrate for Brazilian coffee and manufactured goods. Both 
governments also agreed to increase cultural exchange; to enlarge the exchange 
program for students, artists, and technicians; to give prizes for books written 
in the two countries; and to permit visa-free travel between Chile and Brazil for up 
to 90 days. 





Alex Mayevsky of the Soviet Foreign Ministry relayed through official chan- 
nels Moscow's desire to establish commercial relations with Chile. The Soviet 
Union was mainly interested in buying copper, both semiprocessed and in wire bar 
form, along with wool and wines. No official figures were given, but it was be- 
lieved that Russia was seeking a five-year contract for 60,000 tons of copper a 
year payable in hard currency. This was the first time the Soviet Union had offi- 
cially expressed the wish to establish commercial relations with Chile, although 
Russian businessmen had earlier attempted to procure Chilean copper products 
(HAR, XIV: 251). 


Private Chilean commercial firms agreed to exchange Chilean products such 
as onions, beans, lentils, garlic, copper wire, and steel sheets for 50,000 tons of 
sugar from the Cuban Government. The price of the sugar was to be the equivalent 
of 2.87¢ per lb. f.0.b., payable in 180 days, at an interest rate of 3%. 


RIVER PLATE REPUBLICS 
ARGENTINA 


Popular Front Movement. Objections to President Arturo Frondizi's auster- 
ity program had been manifested for the past two years by pamphlets, speeches, 
blank ballots, and strikes. Another means of objection had been introduced in Afia- 
tuya in June when Peronistas* cast their ballots in favor of leftist candidates (HAR, 
XIV: 546). This action showed the Argentine Government that Peronismo* was still 
a power to be dealt with. More important, it brought new offers of coalitions from 
many leftist groups. The most popular proposal involved the formation of a new 
coalition, the Unién de Partidos Populares (UPP), which would include most left- 
ist organizations, except the Trotskyists, as well as dissidents from the Unién Ci- 
vica Radical Intransigente (UCRI). This idea was strongly endorsed by the Fide- 
listas because the proposed UPP program included support of the Cuban Revolution 
and agrarian reform. The immediate goals set by the would-be leaders of UPP 








*The reference to Peronistas and Peronismo does not imply a resurgence of 
ex-dictator Juan Domingo Perén's power. The Argentine press and government 
simply continued to use the labels for lack of better ones. Recent developments, 
such as the Afiatuya election, seemed to indicate that local leaders, and not Peré6n, 
were exerting the greater influence over the so-called Peronistas. 
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were for the party to take part in the Santa Fe provincial elections and to defeat 
Guillermo Acufia Anzorena in the contest for governor of Buenos Aires Province. 
If successful in these operations, the UPP would nominate Santiago H. del Castillo, 
anti-U.S. member of the Unién Civica Radical del Pueblo (UCRP), for President 
in 1964. Although many sectors would be represented in this new popular front, 
the estimated 2 million Peronistas would have the greatest voice by far in its ac- 
tivities and affairs. 


Labor's Rebuff to Frondizi. In addition to the looming threat of provincial 
and potentially national leftist coalitions, the government was facing a serious chal- 
lenge from organized labor. Representatives of the Confederaci6én General de Tra- 
bajo (CGT) met with President Frondizi early in July to discuss solutions to exist- 
ing labor problems. The CGT asserted that labor needed wage increases to offset 
the 14% rise in the cost of living since January, that the railroad reorganization 
plan (HAR, XIV: 547) was too drastic, and that the arrest of workers involved in 
labor conflicts should stop. Frondizi replied that labor's problems could only be 
solved as a result of national economic development, which demanded greater sac- 
rifice from every Argentine. Such a statement was somewhat like waving a red 
flag at an already angry bull. 





The CGT delegates resolutely marched from Frondizi's office and called a 
24-hour general strike for July 18. Workers were instructed to refrain from pub- 
lic demonstrations and other activities which might identify the strike with any po- 
litical movement. An estimated 2 million workers rallied to the call, and Argentina 
was partially paralyzed by the impact. The only transportation facilities which op- 
erated in Buenos Aires were the private bus companies, but 50% of the businesses 
remained open, and the streets were crowded with shoppers. The CGT had shown 
its power, but the government maintained that the strike simply set back economic 
development by 24 hours and therefore delayed the solution of labor's problems 
that much longer. 


To substantiate the government's claim, La Nacién published an article 
which pointed out that labor had lost 335,882 million pesos (82.61 pesos = $1) in 
work stoppages from January to May. Even more decisive for 2,400 workers was 
the closing of the Wilson and Company meat-packing plant, which had operated in 
Buenos Aires since 1913. In May, Wilson had dismissed 200 employees as "ring- 
leaders" of a riot which arose over the firing of a worker for stealing steaks. A 
general walkout had followed, and the packing house had been unproductive from 
May 9 to July 26, when the doors were officially closed. A Wilson spokesman said 
that the company would "rather close down than take back known troublemakers." 


Anti-Communist Activities. The dissemination of Communist propaganda in 
Argentina and Uruguay led the two countries to make a cooperative pact to counter 
the activities of the distributing agencies. The mutual effort was to include the ex- 
change of information by the police of the two nations and a closer search of travel- 
ers passing from one country to the other. Government concern for curtailing the 
spread of Communist propaganda was due to the recent progress of Communist 
ideas among student and labor groups, even those nominally allied with the Catho- 
lic Church. 





Acting under the authority of Executive Decree 4965/59 of April 1959 (HAR, 
XII: 225), which suspended all Communist publications and banned all Communist 
Party activities, the police arrested 115 persons suspected of subversive actions. 
The suspects were arrested in various provinces and cities in raids planned to end 
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the clandestine publication of a number of Communist propaganda organs such as 
Nueva Era, Nuestra Palabra, Juventud, and others. In an effort to put some 
teeth into the anti-propaganda and anti-Communist campaign, President Frondizi 
sent a bill to Congress asking for executive power to deal harshly with organiza- 
tions and/or persons whose aim was to replace the republic with a totalitarian 
government. The bill allowed for prison terms of up to three years for persons 
convicted of such activities and would bar the entry into Argentina of individuals, 
other than embassy personnel, belonging to organizations advocating a totalitarian 
form of government. Frondizi stated that the country needed such legislation in 
order to counter the "insurrectional and internally disturbing moves by extremists" 
which were determining the economic recovery program. Leftist groups, however, 
argued that the bill had a deeper political motive: to suppress the "resurgence of 
Peronismo." 





Police Demonstration. A funeral procession of federal policemen escort- 
ing the bodies of three comrades killed by "hoodlums" was passing the Congress 
building when members of the escort group became angry because the flag on the 
building was not at half-mast. The procession halted, the policemen yelled anti- 
Palacios* expressions, demanded that the flag be lowered to half-mast, and then 
began to shoot. A few minutes and about 150 shots later, the procession continued 
on its way, leaving behind a pock-marked Congress building with many broken 
windows and a shaken reporter with a damaged camera. 





Although the demonsttation was sparked by the flag "insult," the police were 
also protesting what they considered weak criminal laws, the investigation of the 
alleged police brutalities, and inadequate police equipment. Reactions to the fracas 
were: a 24-hour strike by daily newspapers of the city in protest over the broken 
camera; a three-minute general strike called by the CGT; and a severe administra- 
tive reprimand for the federal police, which brought an apology from the chief of 
police and caused the resignation of his deputy. Another surprise awaited the fed- 
eral police later in the month, but this time it was a morale-raising 20% to 25% 
increase in pay. One observer commented that this might tend to promote pock- 
marked government buildings. 


U.S.-Argentine Rocket Base. The U.S. and Argentine space agencies signed 
an agreement in July permitting the United States to build a rocket-launching site 
in Argentina. Since launching its Alfa-Centauro I rocket in February, Argentina 
had been seeking cooperative assistance from the United States in the field of space 
exploration. The exact location of the proposed launching site was unknown, but it 
was believed to be in the vicinity of Chamical, in La Rioja Province, near the ex- 
isting facilities of the Centro de Experimentacién y de Lanzamiento de Proyectiles 
Autopulsados (CELPA). The agreement called for launching investigatory rockets 
to compile data on weather, navigation, and communications and for the training of 
a number of Argentine scientists in the United States at universities and National 
Aeronautics and Space Administration (NASA) centers. The announcement of the 
pact prompted immediate and strong reactions from the Socialists and ultra-nation- 
alist groups, who denounced the spread of the "Yankee network of imperialism, "' 
drawing comparisons between the launching site and the U.S. Naval Base at Guan- 
tanamo Bay, Cuba. 








oa 
Senator Alfredo Palacios had attacked the police in June after hearing the 
results of an investigation of alleged brutality toward prisoners (HAR, XIV: 546-7). 
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"Spirit of Uruguayana."" Emerging from his recent talks with Frondizi at 
Uruguayana, President Janio Quadros of Brazil spoke of the "spirit of Uruguayana," 
likening it to the "spirit of Geneva" and the “spirit of Camp David."" Just as the 
Eisenhower-Khrushchev meetings had been successful in relieving, if briefly, the 
"cold war tensions" of the two big powers of the Northern Hemisphere, the get- 
togethers of the two lesser colossi of the Southern Hemisphere--Argentina and Bra- 
zil--settled many Argentine-Brazilian differences. In a public interview which ap- 
peared to be designed for its effect on the Latin American Free Trade Association 
(LAFTA) meeting (see INTERNATIONAL), Frondizi stated that the "Food for Peace" 
program and the eventual incorporation of Great Britain into the European Common 
Market constituted threats to Latin America. Frondizi denied, nevertheless, that 
Argentina and Brazil would orient themselves toward a neutral policy as a result of 
these dangers. The Quadros-Frondizi meeting indicated that a strong effort was 
being made by Argentina and Brazil to settle old differences and to present a united 
front at the LAFTA meeting and at the Inter-American Economic and Social Council 
meeting to be held in Punta del Este, Uruguay, in August. 





The Argentine Government was considering the continuation of special con- 
cessions under LAFTA to Paraguay (see PARAGUAY). Article 32 of the Treaty of 
Montevideo authorized member nations to extend special concessions to other mem- 
ber countries of relatively less economic development. 


Wider Trade Gap. Some Argentines enthusiastically greeted the new credits 
and capital investments that were helping out the national industrial program. On 
the other hand, Argentine economists viewed the country's trade picture with in- 
creasing apprehension. They blamed the darkening scene on the protectionism that 
was practiced by the United States and Western European countries. Great Britain's 
announcement that it would join the European Common Market created a deep con- 
cern in Argentina. 





A Chinese Communist economic mission that visited Argentina in June ex- 
pressed a desire to purchase Argentine agricultural products, especially beef. 
Although Foreign Minister Adolfo Mugica was at first opposed to such a deal, he 
later told President Frondizi that it should be "favorably considered." Frondizi 
approved the sale and was supported by his party, the UCRP. Peking offered to 
purchase up to 300,000 tons of Argentine beef at $100 a ton. Under the proposed 


offer, Argentine ships would also receive priority in the awarding of contracts for 
transporting the meat. 


In an effort to remove U.S. restrictions on Argentine beef, A. Thomas Tay- 
lor, president of the board of the International Packers Company, sent a telegram 
to Senator J. William Fulbright (Dem., Arkansas), chairman of the Senate Foreign 
Relations Committee, requesting that Patagonia and Tierra del Fuego be declared 
free of foot-and-mouth disease and the sale of beef from those areas to the United 
States be permitted. Considerable progress had been made in Argentina's pro- 
gram to control foot-and-mouth disease, with vaccinations completed in a buffer 
zone north of Patagonia and in La Pampa Province. About 80% of the cattle of 
Buenos Aires Province (which produces most of the meat for export) had been 
vaccinated. Economy Minister Roberto T. Alemann stated, hopefully but without 
confirmation, that the United States was considering easing its ban on Argentine 
meat. Tokyo reported that it was sending veterinarians to determine if Argentina 
could offer safe meat for shipment to Japan, and reports from Italy revealed the 
possible renewal of meat shipments to that country. 
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An Argentine mission to the United States, headed by Adalberto Krieger 
Vasena, obtained an agreement to have a U.S. trade mission sent to Argentina to 
encourage the expansion of Argentine exports to the United States. The negotiators 
agreed to bi-annual consultations to determine whether the disposal of U.S. com- 
modities, especially wheat, jeopardized Argentina's prospective markets. 


Because of drought and flood conditions, the outlook for agricultural exports 
was not good. Wheat production was estimated to be one-third less than in 1960; 
the cotton crop in the provinces of Chaco and Formosa had been harmed by floods 
from the Paranda River; and heavy rainfall had reduced the sunflower seed yield 
to an estimated 661,380 tons--one-fourth smaller than the 1960 crop. Oats, barley, 
rye, and linseed oil fared even worse as a result of the severe weather conditions. 
Only maize exports were expected to be better. However, record bumper crops in 
Europe and in other parts of the world would leave little demand for any excess. 
The January-May trade deficit was about $170 million. 


Merchant Marine Augmented. Lineas Maritimas, Argentina's newly consol- 
idated shipping enterprise (consisting of the former state-owned Flota Mercante 
de Ultramar and the Flota Mercante del Estado), announced plans for purchasing 
second-hand vessels in the 8,000-ton class. Ten ships currently under construc- 
tion were to be incorporated into the revamped fleet. Two were being built in Ar- 
gentina, two in Spain, and six in Yugoslavia. The acquisition of the new vessels 
was to be financed by the sale of old ships. Plans also called for the moderniza- 
tion and reconstruction of the passenger liners "YapeyG" and "Alberto Dodero" 
to accommodate 1,000 third-class passengers. 





The Argentine petroleum company Astra announced the arrival of a new 
tanker purchased from the Knudsen petroleum company in Norway. The arrival 
of the tanker coincided with the announcement by the state-owned Yacimientos 
Petroliferos Fiscales (YPF) that Astra would be granted oil development rights 
in the Santa Cruz area. The significance of the ship's purchase was further am- 
plified by the fact that Argentina had almost become self-sufficient in oil produc- 
tion and had declared its intention to seek foreign markets (HAR, XIV: 549). 


Foreign Loan Agreements. Having solved most of its currency stabilization 
and inflation problems (the peso had fluctuated little during the past 22 months), 
Argentina had embarked on a major program of industrial development based on 
private investment and governmental assistance from abroad. The special Krieger 
Vasena mission to the United States was able to convince government and World 
Bank officials that outside capital, and plenty of it, was the answer to Argentina's 
economic ills. As a result of Krieger Vasena's efforts, the Export-Import Bank 
and the World Bank each granted Argentina $50 million for railroad development. 
In addition, the Export-Import Bank provided $13.5 million for the new 190,000 kw. 
turbogenerator of Servicios Eléctricos del Gran Buenos Aires (SEGBA) and $60 
million for the second phase of the San Nicolas steel plant. The Development Loan 
Fund put up $34 million for airport construction, $12 million for highways, and 
$12.5 million for housing. 





The Inter-American Development Bank (IDB) announced a $15 million loan 
to finance private agricultural, mining, and industrial development projects. The 
funds were to be disbursed through a group of banks from Santa Fe, Entre Rios, 
and Cérdoba Provinces. Buenos Aires Province was excluded from participation 
in the loan on the grounds that its development was far ahead of the others. The 
Argentine-American Chamber of Commerce reported that the IDB was also pro- 
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viding $37.5 million for Argentine low-cost housing. During July, the efforts of 
Julio GonzAlez del Solar, vice-president of the Central Bank of Argentina, resulted 
in placing a $25 million bond issue in Europe. An international syndicate in Zurich 
accepted the bonds at 6.5% interest repayable in 12 years. 


Correction. HAR, XIV, p. 545 incorrectly referred to the "more leftist 
Partido Socialista Democratico" (PSD). The PSD is actually the extreme right- 
wing faction of the Socialist Party and is anti-Castro. 





URUGUAY 


Political Party Activity. At a Blanco congress held in Montevideo in the 
first week of July, the organization of a single directorate for the Partido Nacio- 
nal was proposed. It would be made up of six representatives from the Herreris- 
tas, six from the Unién Blanca Democratica, and three from other factions. The 
president of the new directorate was to be National Councilor Martin Echegoyen, 
heir of Luis Alberto de Herrera's political prestige. 





On July 19, representatives from the Uni6én Blanca Democratica met with 
the Blanco members of the National Executive Council for further discussions re- 
garding the problem of party coordination. The creation of a new party organiza- 
tion, in addition to the proposed directorate, was recommended, to be called the 
Legislative Action Committee. This committee would be composed of six mem- 
bers of the Uni6én Blanca Democratica and six Herreristas; its function would be 
to coordinate the work of the Nacionalista majority in Congress with that of the 
Blanco majority on the National Executive Council. It was hoped that the commit- 
tee would increase cooperation between the executive and legislative branches of 
the government. The Blanco's previous organization, the Coordinating Committee 
of the Partido Nacional, had been dissolved on July 18 when the Unién Blanca De- 
mocratica withdrew on the grounds that it was ineffective. 


A majority group within the Colorado's Batllista (List 14) faction (called 
the Movimiento por Batlle, por Berreta, por Mayo Gutiérrez) proclaimed the 
candidacy of Senator Luis Alberto Brauce for the National Executive Council, al- 
though the official List 14 newspaper El] Dia had already endorsed the candidacy 
of General Oscar D. Gestido (HAR, XIV: 551). The proclamation of another can- 
didate was justified on the grounds that the Uruguayan executive system admits the 
endorsement of different names by the same party to complement and not oppose 
one another. 


The directing council of the Catholic party Unién Civica made a public decla- 
ration to explain "false versions" of its convention of June 18 (HAR, XIV: 552). It 
was denied that any division existed in the party between "left" and "right" or be- 
tween "conservatives" and "progressives." The suspension of some young mem- 
bers of the party was justified by charges that they were sympathetic toward Fidel 
Castro's government, which the Unié6n Civica considered inconsistent with a Chris- 
tian democracy. 


Colorados accused Blancos of being too friendly toward Paraguayan dictator 
Alfredo Stroessner. The Chamber of Deputies voted to summon both Defense Min- 
ister Héctor Pérez Fontana and Foreign Minister Homero Martinez Montero to ex- 
plain two official actions which were interpreted as signs of sympathy with the 
Paraguayan dictator. The first case was the rejection by the Direcci6én de Tele- 
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comunicaciones of a telegram sent to Stroessner by the Unién Latinoamericana de 
Prensa Catélica to protest against "inhuman tortures" inflicted on Eliseo Sosa 
Constantini, editor of the Paraguayan Catholic weekly Comunidad. The second 
incident was the suspension of a radio program sponsored by the Frente Unido de 
Liberaci6én Nacional del Paraguay on Montevideo's Radio Nacional. A recent visit 
by Herreristas to Asuncién was mentioned as proof of Blanco "complacency toward 
Stroessner." 





Alliance for Progress--Preparation and Public Reaction. On July 18 the 
Uruguayan delegates to the Inter-American Economic and Social Council meeting 
to be held in Punta del Este in August met with the secretary general of the con- 
ference, Uruguayan attorney Aurelio Pastori. The delegation, headed by Finance 
Minister Juan E. Azzini, was made up of all nine Cabinet ministers, their nine un- 
dersecretaries, and fifty delegates appointed by the National Executive Council. 





On July 13 several private organizations, mostly business groups, decided 
to launch a national movement to support President Kennedy's Alliance for Prog- 
ress. The ''Movimiento Nacional Pro Plan Kennedy" held meetings in the head- 
quarters of the Asociacién Pro Intercambio Uruguay-Estados Unidos. The group's 
organizers planned to continue their efforts for as long as the Kennedy plan should 
last. 


The Confederaci6én de Estudiantes del Interior, an organization claiming to 
represent some 30,000 students, sent a letter to the White House through the Amer- 
ican Embassy in Montevideo. The letter commended U.S. help to the Peruvian 


agrarian reform which "has nothing in common with the. . . disorder implanted by 
Fidel Castro in Cuba." The letter went on to protest against the "trusts and mo- 
nopolies" held by some U.S. industrialists, whose "errors and horrors" were 
misinterpreted by Latin Americans as actions by the U.S. Government. 


Relations with Cuba, Russia, and Argentina. Ina secret meeting of the 
National Executive Council, César Batlle Pacheco moved that diplomatic relations 
be broken with Cuba and the Soviet Union. Six of the nine Council members voted 
against the proposal. Some of them, however, promised to reconsider their posi- 
tions after the Punta del Este meeting. Ruralista chief Benito Nardone, who was 
on vacation, was said to be in favor of breaking diplomatic relations with the Com- 
munist countries and with Cuba. 





In July, Eduardo Victor Haedo, President of the National Executive Council, 
spent three days in Buenos Aires. He was invited by the government of Argentine 
President Frondizi to participate in the celebration of the 145th anniversary of the 
declaration of Argentine independence. After a private meeting, on July 9 the 
two executives issued a joint declaration pledging their loyalty to the West. They 
also discussed Uruguayan-Argentine boundaries, trade, and other projects. 


At a press conference held in Buenos Aires, Haedo said that the joint com- 
mission which was studying the construction of three bridges between Uruguay and 
Argentina (HAR, XIV: 553) had made its final recommendations. Congressman 
Héctor Payseé Reyes, Uruguayan member of the committee, said that the project 
of a bridge between Nueva Palmira, Uruguay, and the Parana River delta had been 
dropped because it would cost $50 million and Argentina would have to build another 
three connecting bridges because of the irregularity of the terrain. The bridge be- 
tween Colonia, Uruguay, and San Fernando, Argentina, was to be built, however. 
The construction of this bridge was expected to resolve an old dispute between the 
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two countries over Martin Garcia Island since important pillars for the bridge 
would have to be built there. The construction of a bridge between Fray Bentos 
and Puerto Anzué was also approved, Haedo said later. 


Foreign Minister Martinez Montero and Finance Minister Azzini agreed with 
Argentine Economy Minister Roberto Alemann that the two countries should con- 
tinue to work toward a common trade policy. An Argentine committee was sent 
to Uruguay in order to promote trade between the two River Plate countries. A 
joint committee was appointed to study the specific problems of Uruguayan products 
which might be freed from customs duties (as sand and gravel already were) and a 
common policy on meat sales to Europe. 


Reorganization of Government-sponsored Agencies. A new budget for the 
port authority Administracién Nacional de Puertos (ANP) was approved by the 
National Executive Council. The new budget necessitated the levying of new tariffs, 
and because the new ANP tariffs chiefly affected industry, the Camara de Industria 
protested to the National Executive Council. It was said that the new duties, fees, 
and taxes would raise the production cost of certain articles so much that they 
would be priced out of the market in the new Latin American Free Trade Associa- 
tion. Those who spoke on behalf of national consumption also complained. Never- 
theless, the ANP on July 2 published in the daily La Mafiana a list of vital com- 
modities, the prices of which would be raised as a result of the new tariffs. The 
cost of living for a family of four would rise only $124 a year because of the new 
tariffs, according to the ANP. 





A 50% increase in port charges at Montevideo, effective July 1, caused con- 
cern among Uruguayan shipping interests. It was said that even before the latest 
increase Montevideo had been considered the most expensive port in the world 
from which to operate. The increase was magnified because it came on top of the 
income tax (see below), which entailed, in the opinion of some shippers, a 3-1/2% 
charge on inbound and outbound cargo. 


Another important reorganization which was slowly evolving was that of the 
customs service. The legal status of that government agency, set up in 1926, was 
considered inadequate to handle foreign trade in 1961. On June 30 the National 
Executive Council approved a basic reorganization of the national customs system. 
The supreme authority was to be a new National Directorate of Customs. Impor- 
tant agencies such as the board of tariffs, the general inspection of services office, 
the customs officials' school, and the national customs board were to be under its 
jurisdiction. Unlike the reorganization of the ANP, the changes in the customs 
system were welcomed by most people concerned. The customs had been con- 
sidered a heavy financial burden for the government and a nuisance for the people. 
Long stretches of coast were unguarded, making smuggling easy. The new sys- 
tem would mean more government revenues from duties, fees, and taxes. 


A new form of social security had been under study for some time. Some 
experts believed that the present pension system should be perfected rather than 
exchanged for the modern system of social security which others had proposed. 

In July the National Executive Council authorized the retirement and pension agency 
Caja de Jubilaciones y Pensiones de la Industria y Comercio to contract the services 
of Gonzalo Arroba, of the International Labor Office, to assist Uruguayan experts in 
their study of new forms of social security. It was generally agreed that Arroba's 


high salary of $2,000 a month would not be too much if he could help solve the many 
social security contradictions. 
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The Senate and the Chamber of Deputies jointly approved an income tax law, 
which went into effect on July 1. All sources of income were to be classified in 
the following categories: movable goods, immovable property, industry and com- 
merce, agriculture and livestock, personal, and professional. Opposition to the 
income tax continued to mount. The main argument was that it would cut down 
capital and thus also reduce savings and investments. Proponents of the law in- 
sisted that savings and investments would be stimulated by exemptions for incomes 
of less than $10,000 a year. Exceptions were also extended to those making in- 
vestments of large amounts of capital--75% exemption in Montevideo, 80% in the 
departments of San José and Canelones, and 90% in the other 16 departments. 

The larger percentages allowed in the interior reflected the government's policy 
of industrial decentralization. 


Merchant Marine Gaining in Importance. On July 6, despite the grumblings 
over the port rate increases, the National Executive Council approved a six-part 
decree favoring the merchant marine. Each part of the decree established partic- 
ular measures which various governmental agencies were to take in order to chan- 
nel all possible cargo to ships flying the Uruguayan flag. 





The privately-owned Uruguayan steamship company Montemar was planning 
to enter the South American-U.S. North Atlantic trade on a berth-line basis. In 
July a Cl-A class vessel owned by the company visited New York on a trial trip. 
The ship brought Brazilian sugar and left with a cargo of general merchandise for 
Montevideo. The establishment of a Uruguayan flag line between the United States 
and Uruguay was expected to bolster trade between the two nations. Montemar 
had three large ships and was planning to buy more. 


Exchange Surplus and Agricultural Advances. In spite of promises by the 
Partido Nacional majority in government, both the Banco de la Republica and the 
mortgage bank Banco Hipotecario (the two main sources for loans in Uruguay) 
were restricting loans to rural enterprises. This was expected to become an im- 
portant issue in national politics. 





In general, Uruguay had increased its production in the first six months of 
1961. Wool output, which increased about 22 million lbs. in 1960, was expected 
to be even higher in 1961. The country's 1961 sunflower seed crop was estimated 
at 108,000 short tons. This sharply increased the output over the past two years 
and was 15% above the 1951-60 average. Other increases were noted in rice, meat, 
and butter. 


The first half of 1961 was a good one for Uruguayan foreign trade. Exports 
were about $116,255,400, and imports about $101,398,800, providing an exchange 
surplus of $14,856,000. During the same period in 1960 imports had been $5.5 
million higher than exports. England was the best client, with Holland second, 
and the United States third. Japan continued to make substantial purchases in 
Uruguay. From the Sino-Soviet bloc, the best customers were Czechoslovakia, 
East Germany, China, and Poland. 


PARAGUAY 


Liberal Party against Economic Aid. The Liberal Party, under the leader- 
ship of its new president Carlos Pastore, registered a strong protest against re- 
cent U.S. loans to Paraguay for agricultural and other developmental improvements 
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(HAR, XIV: 450, 554), terming them instrumental in prolonging the "brutal and 
bloody" reign of Alfredo Stroessner. According to Liberal Party statements, 

aid to Stroessner's Paraguay would mean more oppression for the Paraguayan 
people and a "lower standard of living.’ The Liberal Party said that U.S. loans 
to Paraguay encouraged Stroessner's policy of bringing in Asiatic colonists in or- 
der to "cover the exportation" of Paraguayan nationals. The principal Liberal 
indictment was against military aid, which was supposed to be for the suppression 
of Communist subversive activities. Spokesmen insisted that such military aid 
merely helped the dictatorship and that the only way to stop Communist subver- 
sion was to "attack at the source the ills that make it possible." 


Guerrilla Activities. A Brazilian reporter, Héctor Arelhano Agurto, spent 
several days with a Paraguayan guerrilla band in July, and the articles which re- 
sulted were carried in several Latin American newspapers. According to Arelhano 
Agurto, there were "uncounted numbers" of rebels in the mountains and along the 
rivers of Paraguay. He estimated that there were "at least several thousand" 
young men being trained in harassing tactics for immediate use against Stroessner's 
troops and in full-scale guerrilla warfare tactics for later use. The reporter ad 
mitted that he had seen only a few of the rebels himself and that, since they kept 
no records, his estimates were necessarily very rough and possibly inaccurate. 
However, the Brazilian felt that, even though the guerrillas still lacked many of 
the weapons and supplies necessary for an all-out armed revolt, Stroessner's days 
were numbered. 





Paraguayan Trade Bid. Paraguay made a formal request to the Latin Amer- 
ican Free Trade Association (LAFTA) for permission to export primary products 





and industrial goods to member countries free of any tax. The Paraguayan request 
was based on a provision in the LAFTA treaty granting concessions to countries 
regarded as less developed than the others (see p. 644). 


Substantial quantities of the excellent 1961 cotton crop, along with meat and 
lumber exports, continued to move out in volume. The sugar harvest began in 
July, but it was not known if there would be enough sugar to take advantage of the 
5,000-ton quota recently granted Paraguay by the United States. In spite of in- 
creased commodity exports, the balance of trade continued to be unfavorable. 


BRAZIL 


Quadros, Kubitschek, and Congress. Encouraged by the indecision and con- 
fusion reigning in the opposition ranks, President JAnio Quadros picked up some 
support from the Partido Trabalhista Brasileira (PTB) and the Partido Socialista 
Democratico (PSD) in July, gaining a measure of backing for his legislative pro- 
grams (HAR, XIV: 451). Quadros' first success was his reconciliation with Joao 
Goulart, Vice President and head of the PTB. The reconciliation was facilitated 
by the fact that the PTB had endorsed Quadros' foreign policy at its convention in 
Brasilia. Goulart had overcome the so-called "Grupo Compacto" of leftists within 
the PTB, the element which had turned hostile to Quadros. The reconciliation was 
also aided by the moderating influence of Rio Grande do Sul Governor Leonel Bri- 
zola, brother-in-law of Goulart and an admirer of Quadros. Part of the newaccord 
was Goulart's appointment to head the Brazilian mission that was to visit Commu- 
nist China and other Asian countries. 
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Quadros also drew some elements of the PSD within his orbit when Justice 
Minister Oscar Pedrosa d'Horta, acting under Quadros' instructions, was suc- 
cessful in his contacts with PSD leaders in Congress. This double maneuver by 
Quadros divided the PTB andthe PSD. Quadros' reconciliation with the PTB did 
not please the Unido Nacional Democratica (UDN), whose leaders convened in Ba- 
hia during July to discuss the party's future policy toward the Quadros regime. 
Quadros had been the UDN candidate for President. 


Quadros' successes represented a reverse for ex-President Juscelino Ku- 
bitschek, who assumed his seat in July as federal senator from Goiads State. His 
first speech in the Senate was reportedly routine, and his first act was to vote for 
a bill aimed at modifying the schedule established by Quadros for federal function- 
aries. When the bill was defeated, some observers considered it a defeat for 
Kubitschek. 


By month's end, it appeared that Quadros had at least a temporary majority 
in the Senate and might eventually hope for the same in the Chamber of Deputies. 
Meanwhile, the Brazilian Congress was under fire from the press because of the 
proposed "remunerated rest" law, which would allow deputies to draw their sal- 
ary even though they did not appear in Congress. The law was passed by the Cham- 
ber of Deputies but was later declared immoral and unconstitutional by the Senate 
committee on constitution and justice. 


Northeast Development Leader in Washington. Brazilian economist Celso 
Furtado, the man that President Quadros was counting on to counteract the effects 
of Castro-admirer Francisco Julifo and his revolutionary "Peasant Leagues" in 
the Northeast (HAR, XIV: 555), visited Washington in July to enlist U.S. aid. 
Furtado heads the Superintendéncia do Desenvolvimento do Nordeste (SUDENE), 
an economic development agency established in December 1959 during Kubitschek's 
administration. SUDENE had difficulty in getting past the planning stage. The 
first 18 months of its existence had been devoted to building a staff, establishing 
a scale of priorities for public investments, and creating incentives for investment 
by private enterprise. Government projects in the area before 1959 had consisted 
of the construction of numerous small dams to preserve the water from the rainy 
season for the long dry season and the establishment of labor outlets for periods 
of unemployment. These projects had not only failed to establish a stronger and 
firmer economy, but to some extent had compounded the problem by retaining pop- 
ulation surpluses. 





The plan for the development of the Northeast could be broken down under 
four headings: the building of what Brazilian experts termed an "economic infra- 
structure" as a prerequisite for development; the alteration of the agrarian struc- 
ture to open new horizons for the rural population; the establishment of social 
welfare projects to provide a substantial change in the standard of living for urban 
dwellers; and the intensification of industrial investments so as to effect a perma- 
nent change in employment. Most of the programs were planned for execution over 
a period of five years. The agrarian reform plan consisted of the expropriation of 
land directly affected by irrigation projects, the provision of low-rent, medium- 
sized farms for the peasants, with an option to buy, and the relocation of up to 
100,000 persons. 


With the over-all deterioration of the situation in the Northeast and the fail- 
ure of stop-gap measures, Brazil had decided that it was time to implement the 
full-scale plan of SUDENE. In Washington, Furtado set the price at $900 million, 
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of which Brazil was prepared to furnish $500 million. He further stated that a 
$75 million loan was needed immediately for the purchase of equipment and to 
provide education for technicians. Half of the $70 million worth of surplus U.S. 
wheat that was sent to Brazil had already gone to the Northeast. 


At a meeting of governors in Jo&io Pessoa, state of Paraiba, in May (HAR, 
XIV: 453), Quadros had pledged $8 million to SUDENE and the Northeast. However, 
the President had encountered difficulty in getting Congress to provide the money, 
due in part to his inability to form a majority bloc in Congress. Pressure was 
also being put on Congress by the influential owners of vast tracts of land in the 
Northeast which were being held, often uncultivated, as investment property. 


While in Washington, Furtado talked with President Kennedy, Secretary of 
State Dean Rusk, and Alliance for Progress director George McGovern; he also 
addressed the National Press Club. Official Washington appeared to approve of 
both SUDENE's plan and its director. President Kennedy pledged U.S. technical 
and financial aid to the project. 


The Neutralist Trend. A permanent Soviet commercial delegation was es- 
tablished in Rio de Janeiro in early July, but its members were not to have diplo- 
matic immunity. In May, a Brazilian delegation to Moscow had established agree- 
ments whereby the Russian group would maintain contacts with business and finan- 
cial authorities in Brazil (HAR, XIV: 455). A special Brazilian executive committee 
for Brazil-Soviet exchange was set up to take care of all matters pertaining to the 
affairs of the Soviet delegation. Brazil was to set up a similar commission in 
Moscow. 





A Soviet "goodwill" mission was received by President Quadros at Brasilia 
on July 18; its primary purpose was to study the re-establishment of diplomatic 
relations between the two countries. The delegation was headed by the Secretary 
of the Supreme Soviet Presidium Mikhail Georgadze. The mission delivered a 
message to Quadros from Premier Nikita Khrushchev applauding the efforts of the 
Brazilian prople to assure "the firm defense of Brazilian interests in international 
relations.'' Georgadze was awarded Brazil's highest decoration, the Cruzeiro do 
Sul, and the other officials were each given a less impressive Brazilian medal. 
Foreign Minister Afonso Arinos de Melo Franco stated, "Differences that exist be- 
tween the political concepts of our countries ought not to cause separation between 
the two nations." Quadros asked many of his Cabinet ministers and economic lead- 
ers to establish contacts with members of the mission to discuss an increase in 
Soviet- Brazilian exchange. Economic Minister Paulo Lefio de Moura was desig- 
nated exchange coordinator with the Soviet group. This was the first mission of 
its kind to visit Brazil. 


After these preliminaries, Quadros made headlines throughout the Western 
Hemisphere by giving orders to renew diplomatic relations with the U.S.S.R. after 
a lapse of 14 years. Legal recognition was expected to take place later in 1961. 
After a tranquil acceptance of the announcement, Visio reported that many con- 
servative elements feared that the cultural, political, and economic influence of 
the Soviet Union might strengthen the political activity of the Brazilian Communist 
Party. However, President Quadros had inferred that he would not allow Soviet 
interference in internal Brazilian politics. Quadros also sent a letter to the Soviet 
mission which reportedly contained a veiled criticism of the United States. The 
letter was in reply to a note from Khrushchev delivered by the Soviet group. An 
invitation extended by the Soviet mission for Quadros to visit Moscow was accepted. 
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On July 29 Russian cosmonaut Yuri Gagarin arrived in Brazil from Cuba and 
was greeted by a group of Brazilian Cabinet ministers. He was well received at 
the airport in Brasilia and during his various public appearances in Rio de Janeiro 
and Sio Paulo. Police were often needed to restrain the enthusiastic crowds. His 
itinerary included an interview with Governor Carlos Lacerda of Guanabara State. 
In Brasilia, Quadros decorated Gagarin with the Order of Aeronautical Merit. 


Acting as head of a Brazilian economic mission, Vice President Goulart left 
for mainland China and other countries in the Far East, both Communist and non- 
Communist. Brazil already had an agreement with China for an exchange of goods. 
The mission was authorized by Quadros to negotiate the establishment of permanent 
commercial delegations in Peking and Brasilia. Quadros announced that Brazil 
would receive a goodwiil mission from North Korea and asked Foreign Minister 
Arinos to examine possibilities for an increase in the commercial exchange between 
the two countries. 


A Brazilian group appointed by Minister of Industry and Commerce Artur 
Bernardes Filho examined ways of increasing trade with Cuba and calculated that 
Brazil might reach an exchange worth about $100 million. Quadros advised For- 
eign Minister Arinos to inform the Cuban Government that Brazil was preparing to 
send a mission to Havana to discuss a possible increase in trade. Meanwhile, Bra- 
zilian sources accused Cuba of waging a sugar price war by promising to sell Chile 
50,000 tons of sugar at 2.87¢ per lb. when the world market quotation was usually 
well above 3¢ per lb. 


President Quadros named Roberto de Oliveiro Campos as Ambassador to the 
United States, replacing Walter Moreira Salles, who resigned. He also accepted 
an invitation from President Kennedy to visit the United States in December. 


It was announced that Quadros would make a 30-day trip late in October to 
various nations of South America. His intention would be to improve and strengthen 
diplomatic relations with other powers of the continent. 


Quadros named 29 important government officials and economic leaders to 
Brazil's delegation to the Inter-American Economic and Social Council conference 
to be held in Punta del Este, Uruguay, in August. Finance Minister Clemente 
Mariani Bittencourt was to head the group. A visit to Brazil by Argentine Foreign 
Minister Adolfo Mugica before the conference affirmed Brazilian and Argentine 
concurrence on the major topics of discussion. 


Crops, Orders, and Production. One of the brightest spots in Brazil's 
agricultural sector had been the successful development of Moocé cotton. Pro- 
duction of a strain known as MF-1, which originated in Rio Grande do Norte, had 
increased from 1,000 tons in 1959 to 5,000 tons in 1961. This type of cotton had 
been tested in Brazil and the United States, where it had been found to be one of 
the best strains of cotton fiber on the world market. Cotton exports for the first 
eight months of the season (August-March) had been 15% above the 1959-60 period 
at 251,000 bales. West Germany, Spain, and Japan were the largest importers of 
Brazilian cotton. Also, the 1960 tobacco export crop was the biggest in ten years, 
at 69 million lbs., with Spain, the Netherlands, and East Germany absorbing 42% 
of the total tobacco export. Another encouraging point was the sharp increase in 
sugar cane production in 1960, making Brazil the world's second-largest cane-sugar 
producer, with about 13% of its production exported. Approximately a 30% jump in 
the sugar export over. 1959 placed the 1960 export total at 848,212 metric tons, of 
which Japan, the United States, and France received about 57%. 
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On the other side of the picture, lack of rain in the Northeast reduced the 
1961 cacao and castor bean crop. Revised estimates put the cacao crop at 140 
million lbs. and the castor bean crop at 70,000 tons. With an estimated bumper 
coffee crop of 40 million bags for 1961-62, of which only 18 million bags were la- 
beled for export, Brazil finally initiated steps to limit production and destroy poor 
grades of coffee. Some 7 million bags had been burned, with more to follow. Mean- 
while, a plan to liquidate about 1,000 million coffee trees was being conducted, a 
solution which Quadros was known to favor. Aggressive moves to increase trade 
in countries not in the world agreement had been taken by Quadros since he as- 
sumed office (HAR, XIV: 366, 455, 561). It was hoped that the new coffee policy, 
Superintendéncia da Moeda e do Crédito (GSUMOC) 205, would ease this burden by 
increasing the quality and reducing the quantity (HAR, XIV: 455). 


In order to help alleviate a portion of the transportation problem, the Min- 
istry of Transport and Public Affairs placed an order for 180 diesel-electric loco- 
motives with the General Electric Company. They would cost $23.5 million and 
were earmarked to operate throughout Brazil. Rede Ferroviana Federal, the na- 
tionalized railroad enterprise, also placed a $4 million order for 23 self-propelled 
diesel cars from the Budd Company for use in southern Brazil. 


According to the Instituto Brasileiro de Geografia e Estatistica (IBGE), Bra- 
zil produced more than 2 million tons of steel in 1960. This was 47% of the Latin 
American total; Mexico was next with 29%. Since 1953 Brazil had increased steel 
production by 83%. The total national output had the following breakdown: public 
companies 47%, private national companies 36%, and foreign companies 17%. 


New Economic Changes. SUMOC 209 was issued for the purpose of increas- 
ing farm production. This instruction permitted new bank branches to be estab- 
lished in rural areas. SUMOC 210, released on July 5, granted the Banco Nacional 
de Crédito Cooperativo the annual rate of 4% for its transaction in rediscounting ru- 
ral credit bills. The Banco do Brasil placed additional emphasis on aid to farmers 
by establishing a financial plan to help them buy locally-built tractors of 25 and 40 
horsepower. Brazil was expected to manufacture over 3,000 such machines in 1961. 
The interest for the tractor loans was set at 7%. It was anticipated that these meas- 
ures would benefit the national economy by making capital more readily available to 
the farm sector and thus allowing an increase in annual agricultural production. 





INTERNATIONAL 


U.S. Policy: The New Approach. Significant changes in the scope and em- 
phasis of the U.S. policy toward Latin America surfaced in the wake of Ambassa- 
dor Adlai E. Stevenson's trip to South America (HAR, XIV: 561). In the weeks 
following his return to the United States on June 24, Stevenson urged the adoption 
of a “positive approach" to Hemispheric unity, and he recommended that the major 
emphasis should be shifted from the Cuban issue to economic and social development. 
He also recommended that the United States expand its support of democratic regimes 
and liberal political movements and thus project a new image of its aims and expec- 
tations for the Hemisphere. This did not mean, however, that the United States was 


ready to negotiate with Cuba, as some Havana news commentators hopefully specu- 
lated (see below). 





A probable consequence of Stevenson's report to President Kennedy was the 
announcement that closer ties with Argentina, Mexico, and Brazil were under con- 
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sideration. It was hoped that these important nations would assume a less ambig- 
uous political role in combating Fidelismo in Latin America. Administration offi- 
cials stepped up their efforts to present a better case for the United States, and in 
this vein American Ambassador to Mexico Thomas Mann on July 5 stressed the 
revolutionary economic and social achievements of the United States, while Ambas- 
sador to Venezuela Teodoro Moscoso said in Caracas on July 22 that the "open, 
frank, and disinterested" aim of his government's policy was the successful eco- 
nomic and social development of the Americas within a framework of social justice 
and democracy. Under Secretary of State Chester Bowles cited the "ferment, 
change, and true desire" within the government to combat widespread poverty in 
Latin America. It was also announced that a new task force (suggested by Adolf 
A. Berle) would be formed to advocate the democratic system and to counter the 
huge volume of Communist and Fidelista propaganda.* Finally, the United States 
planned to announce substantial long-range economic aid at the forthcoming Punta 
del Este conference and was carefully re-examining its position regarding the In- 
ternational Coffee Agreement in order to attempt stabilization of the price of cof- 
fee. U.S. officials pointed out that the commitment to over-all economic planning 
represented a political, economic, and philosophical shift in policy. They might 
also have added that the Stevenson report had had a decisive effect. 


Coinciding with Stevenson's policy recommendations was the July 7 resigna- 
tion of Adolf A. Berle and the disbanding of his special Task Force (HAR, XIV: 
564). Although he had been instrumental in instilling new life and vigor in U.S. 
policy, Berle was also identified with the abortive Cuban invasion and the long 
months of ad hoc administration of Latin American affairs. He would remain as 
a presidential consultant and as an adviser to the new propaganda task force. 


Nevertheless, despite the new approach, it was obvious that one of the ma- 
jor political problems posed for the Alliance for Progress would be the future role 
of Cuba in the inter-American state structure. Two different and probably incom- 
patible policies were advanced in July. Behind a barrage of verbiage (''self-deter- 
mination, nonintervention") Brazil, Chile, Mexico, and Ecuador advocated a "soft 
line" toward Cuba, while Colombia was working toward a conference of American 
ministers to follow the Inter-American Economic and Social Council (IA-ECOSOC) 
conference in Punta del Este for the purpose of deciding on some sort of coordinated 
action against Cuba (see COLOMBIA). 


New Foreign Aid Program. The new long-range, treasury-borrowing, for- 
eign assistance program, the Act for International Development (AID), was ap- 
proved by the Senate Foreign Relations Committee in July, despite strong opposi- 
tion and still including most of the major features and all of the funds requested by 
President Kennedy (HAR, XIV: 566). Those supporting the program favored U.S. 
support of revolutionary change in Latin America by providing massive amounts of 
development aid, sponsoring social and political change, agreeing to new interna- 
tional commodity schemes, and adopting a long-range economic plan. The bill had 
much support from many private groups, including a "citizens' committee" headed 
by Warren Lee Pierson, board chairman of Trans World Airlines, which planned 
to fight for the new aid bill through all forms of mass media—press, radio, and 
television. 








“Washington sources said that, exclusive of Cuba, Communist countries 
were spending about $100 million annually for publications and radio broadcasts 
beamed toward Latin America, while the United States had been limited to a $15 
million budget. 
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The opposition was strong and vocal. Some Congressmen and lobbyists 
were representatives from chronically depressed areas which were afraid that 
increased economic aid would mean a whole new set of industrialized foreign com- 
petitors with whose lower labor costs the United States could not compete. Some 
opposition Congressmen argued that the United States did not have the economic 
and political resources to defend its allies against Communist attack and still 
nurse revolutionary changes in the underdeveloped third of the world. But the main 
opposition was based on two issues: the fact that foreign aid had been a failure too 
often in the past and the refusal of many Congressmen to "tie their hands" over a 
five-year period. Once the plan was approved, Congress would be unable to cut 
the funds because it would have committed itself not to. Also, at the end of the 
five years, the administration would have a precedent with which to pry further aid 
from Congress. In short, U.S. legislators feared the weakening of their most 
cherished powers, the right to check the President and other administrators and 
fiscal appropriations. Final passage, rejection, or modification of the bill was 
expected in August. 


Meanwhile, preparation for the Punta del Este conference continued. The 
United States circulated a document privately among the Latin American embassies 
in Washington giving an outline of the minimum proposals the U.S. delegation would 
push. In another confidential document, the United States proposed that the partici- 
pating countries sign an “accord for the establishment of the Alliance for Progress. 
It was also announced that President Kennedy would not attend the conference be- 
cause of the situation in Berlin and the need to stay in Washington to see to the pas- 
sage of his new foreign aid bill. 


Three Alliance for Progress Projects Approved. On July 2 the U.S. State 
Department on behalf of the International Cooperation Administration (ICA) an- 
nounced the approval of grants totaling $3,780,000 for improving living conditions 
in Panama, Guatemala, and Argentina. In Panama, the money was to be used to 
help the government raise the educational level of the people. The program would 
help to build and equip some 200 rural classrooms and to expand existing programs 
for the training of personnel skilled in the operation and maintenance of heavy 
equipment. In Guatemala the money was to be used to assist in agricultural diver- 
sification, industrial development, educational programs, and improved public 
administration. Argentina would put its share to use in a project to improve the 
teaching of economics at the University of Cuyo. 





Military Aid and Contingency Plans. As an adjunct to Alliance for Progress 
economic aid, the government asked the Senate Foreign Relations Committee to 
approve a record $74 million appropriation for military assistance to Latin Amer- 
ica. Of this, about $21 million would be used to provide anti- subversion and anti- 
guerrilla equipment and training (HAR, XIV: 567). This reflected the administra- 
tion's increasing concern over the possibility of partisan warfare and guerrilla 
attacks on weak, pro-U.S. governments. Adlai Stevenson told the National Press 
Club that he had recommended that the United States help Latin America "to man 
and arm sufficient forces for internal security because the crisis has not yet been 
reached." The United States had already sent emergency aid of this type to Bolivia, 
El Salvador, Ecuador, and Haiti in 1961. Although the arms and equipment request 
was authorized under the Mutual Security Act, a ceiling of $55 million had been 
placed on such aid to Latin America in 1959 by liberal Democrats who felt that it 
encouraged military coups and dictatorial regimes rather than democratic stability. 
The administration requested that this ceiling be removed and that the President be 
given the authority to send emergency aid without congressional approval. 
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These requests were denied, however, and the ceiling on military aid was 
reaffirmed on July 21 by Wayne Morse, chairman of the Senate Subcommittee on 
Latin American Relations. Although both Secretary of Defense Robert McNamara 
and General Lyman Lemnitzer had echoed Stevenson's argument that there was in- 
creasing evidence of "responsible professionalism" in the Latin American military, 
skepticism about the real use of military aid funds and equipment prevailed in the 
Senate Foreign Relations Committee. Senator Morse summed up one attitude: 'We 
should send bread, not bullets." 


Meanwhile, the United States participated in the second annual Inter-American 
Army Commanders Conference in the Canal Zone from July 10 to July 14. There 
were 64 officers from 17 American nations attending; Mexico, Cuba, the Dominican 
Republic, and Haiti were not represented. A short message from President Ken- 
nedy cited the "ties of mutual interest" which united the armed forces of the Amer- 
ican republics, and during the conference the connection between military and eco- 
nomic aid was stressed, as well as the responsible behavior expected from the 
military. The officers toured U.S. Army installations in the Canal Zone and were 
presumably briefed on the special new “counterresistance" course to supplement 
jungle warfare and guerrilla training at the Canal Zone school (HAR, XIV: 309). 

The conference received little publicity, although Havana Radio claimed to have 
learned that "the United States advocated the formation of a continental front to 
fight all popular movements which may occur in Latin America."' The substance 
of the conference probably concerned anti-guerrilla measures and the role of U.S. 
military missions, although this was not confirmed. 


President Kennedy also requested that detailed contingency plans be drawn 
up for each Latin American country in the event of sudden assassinations and re- 
volts. Newsweek magazine reported that the administration regarded these "mani- 
fold crises" as inevitable in Latin America. 


International Christian Democratic Congress. During the last week in July, 
the third Christian Democratic World Congress was held in Santiago, Chile. It was 
attended by delegates from France, West Germany, Italy, Belgium, Greece, Syria, 
Austria, the United States, and nearly all the Latin American countries. The dele- 
gates reiterated that Christian Democracy was opposed to Fascism, Communism, 
and all forms of totalitarianism. The conference decided to create a "World Chris- 
tian Democratic Union" with the objectives of promoting the cause and perfecting 
the principles of Christian Democracy, exchanging viewpoints and supporting par- 
ties and organizations sharing similar ideals, increasing studies contributory to 
Christian Democratic political theory and action, and strengthening the political 
solidarity of all affiliated parties. 





There was no question but that the Christian Democratic movement was 
growing significantly in many countries of Latin America. In Chile, for example, 
the party had almost doubled its voting strength--from 9.7% of the electorate in 
1957 to more than 16% in 1961. Over the same period, its representation had 
risen from one senator and three deputies to five senators and twenty-four depu- 
ties. It was in recognition of this increase that the international Christian Demo- 
cratic movement had chosen Santiago for its world congress. 


OAS Entry Declined by Canada. On July 4, the Canadian Government de- 
cided to defer joining the Organization of American States (OAS). Spokesmen in 
Ottawa‘said that Canada intended to play a more direct role in Latin American af- 
fairs, but outside of the OAS. This decision amounted to a polite rejection of Pres- 
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ident Kennedy's strong plea for Canada to become a member of the OAS (HAR, 
XIV: 457-8). The principal reason for the refusal, according to some Canadian 
newspapers, was that as a member of the OAS, the Conservative Party govern- 
ment of Prime Minister John G. Diefenbaker would run the risk of having opposi- 
tion political parties in Canada as well as Latin American countries consider that 
Canada was acting mainly under the influence of the United States. 


Free Trade Zone Conference. The seven-nation Latin American Free Trade 
Association (LAFTA) convened in Montevideo, Uruguay, on July 24 and completed 
a plan for reducing trade barriers (HAR, XIII: 422, 844). The major issues em- 
phasized by the delegates were the deterioration of the group's share in the world 
export market, the fast-growing Latin American population, and the vagueness 
and loopholes in the association's treaty. The members--Argentina, Brazil, Chile, 
Mexico, Paraguay, Peru, and Uruguay--comprise roughly 75% of Latin America's 
area and population. Referring to the fact that Colombia, Ecuador, Venezuela, and 
Bolivia had not yet joined the association,* Eduardo Victor Haedo, President of 
Uruguay's National Executive Council, said, ''They will eventually join the com- 
munity. It is not conceivable that any part of the continent can be excluded. Their 
salvation is also ours." 





Free Enterprise Conferences. On July 23, the Inter-American Industries 
Conference convened in Chicago. More than 200 delegates from Canada, Latin 
America, and the United States participated in an analysis of critical areas of in- 

ternational commerce. Problems highlighted were the need for more free enter- 
prise, for elimination of a "wide angle" approach to Latin America, for leveling 
of profits, for establishment of loan associations, and for economic unification of 
the free world. Among the participants in the conference were Mexican Minister 
of Trade and Commerce Rail Salinas Lozano and the new American Ambassador 
to the OAS, deLesseps S. Morrison. 





Meanwhile, a group of Latin American businessmen desiring to "preserve 
free enterprise" met in Bogota, Colombia, to develop and stimulate the "social, 
economic, and political system that guarantees individual liberties."" To further 
the advancement of enlightened private enterprise, this group recommended that 
corporations and individuals act to establish the image of modern private enter- 
prise so it could be understood and recognized as the best method of fostering eco- 
nomic progress as well as serving as a bulwark against totalitarian practices. 


Coffee Stabilization. The United States agreed to help set up a new agency 
which would control the international coffee trade. The planned coffee proposal, 
which was expected to be introduced at the Punta del Este conference, would in- 
volve a commodity stabilization program in which both producing and consuming 
countries would participate. (The current international coffee agreement included 
only the producing nations.) President Kennedy endorsed the plan which, it was 
hoped, would not only stabilize world coffee prices but would protect the earnings 
of Brazil, Colombia, and other countries producing the bulk of the world's coffee. 





A $4.5 million budget to promote coffee consumption in the United States and 
Canada was approved by the board of directors of the Pan American Coffee Bureau. 
In order to carry out the planned campaign, the board called upon member coun- 





* 
Colombia and Ecuador were both expected to enter soon. 
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tries to accelerate payment of contributions to the World Coffee Promotion Com- 
mittee. The Coffee Bureau was the official arm of the Promotion Committee in the 
United States and Canada. A suggestion by the new Assistant Secretary of State for 
Latin American Affairs, Robert F. Woodward, that a 10¢ fee, to be used for Latin 
American education, be added to each pound of coffee consumed in the United States 
was rejected. 


The Foreign Agricultural Service's first estimate of the 1961-62 world cof- 
fee crop placed total production at 73.6 million bags, with exportable coffee esti- 
mated at 61.7 million bags (1 bag = 132 lbs. of coffee). This would represent an 
increase of about 20% over the 1960-61 production, which was smaller than the 
1959-60 supply primarily because of a smaller Brazilian crop. World coffee trade, 
the Washington agency noted, continued to increase slowly and would probably be 
around 44 million bags for the 1961-62 year. This would add an additional 18 mil- 
lion bags to already burdensome coffee stocks. 


Air Rate Controversy. Two groups of Latin American air carriers attacked 
the Inter-American Air Transport Confederation (IATC) on the grounds that it was 
dominated by Pan American Airlines and charged excessive rates. A confederation 
of independent Latin American airline executives, headed by RaGl BeraGn of Peru, 
charged that Pan American used Senator George Smathers (Dem., Florida) as its 
spokesman in Congress. Smathers, whose law firm was retained by Pan American, 
was reported by the New York Times to be concerned with the declining U.S. share 
in international air traffic. The Latin American members of the IATC alleged that 
Smathers was working on a policy which would empower the Civil Aeronautics 








Board to revise or cancel the permits of foreign air lines who undercut American 
flag lines. Pan American denied the charges and advised the Latin American air 
lines to take the issue to the Civil Aeronautics Board. 


Atomic Energy in Latin America. A U.S. legislative commission on atomic 
energy reported that Peru, Mexico, Guatemala, Panama, Ecuador, Puerto Rico, 
and Brazil were "currently utilizing nuclear energy" in order to resolve technical 
problems of agriculture and cattle raising. One instance of this was in Brazil's 
coffee industry where radioisotopes had been discovered as effective in correcting 
fertilizer deficiencies. A program of atomic energy research at the Inter-Ameri- 
can Agricultural Science Institute in Turialba, Costa Rica, was supported by the 
Atomic Energy Commission of the United States. 





THE HISPANIC AMERICAN BOOKSHELF 
by 
R.H. 


A. C. M. Azoy. CHARGE! 
Green, 1961. Pp. 182. $3.95. 


The Cubans are rewriting the history of the Spanish-American war: It was 
won by the Cubans (a well-tended monument to the unknown Cuban soldier has been 
built on San Juan Hill), and the United States blew up the "Maine" in order to have 
a pretext for intervening before Cuba became free. Colonel Azoy does not go along 
with this thesis, and for him the minor battle near Santiago de Cuba remains one 
of the decisive battles of history. However, he admits that certain parts of this 
affair make odd reading. For example, the American consul in Havana, former 





- 660 - 


Confederate General Fitzhugh Lee, could scarcely be described asa manof peace. 
While Azoy's book has little scholarly apparatus, it is in general reliable, and it 
makes excellent reading. 


A. Curtis Wilgus, editor. THE CARIBBEAN: CONTEMPORARY EDUCATION. 
Gainesville. University of Florida Press. 1960. Pp. 290. 


This is Volume X in the Caribbean Conference Series, which brings together 
papers giwen each December at the Gainesville conferences held under the able 
chairmanship of Professor Wilgus. The earlier volumes had dealt with the follow- 
ing themes: The Caribbean at Mid-Century (1951), Peoples, Problems, and Pros- 
pects (1952), and Contemporary Trends (1953)--three undifferentiated topics. The 
next six volumes had more precise subjects: economy (1954), culture (1955), po- 
litical problems (1956), international relations (1957), British, Dutch, French, 
and U.S. possessions (1958), and natural resources (1959). Volume X probably 
contains more original research than any of its predecessors. After Volume X, 
the nature of the project changed. The Gainesville faculty was to be used more, 
and the conference volumes were to be in the nature of textbooks about specific 
areas, beginning with Central America. Only time will show whether the change 
in program was justified. 


Bradley Smith. THE GUIDE TO THE CARIBBEAN. New York. Knopf. 1961. 
Pp. 425. $7.50. 


The first word of the title of this beautiful and well-illustrated book is less 
appropriate than the subtitle ''Escape to the West Indies.'' The author is described 
as "an active partner ina small resort hotel on the island of St. Vincent," and 
this gives a definite color to his narrative. The ordinary American when he 
thinks of the Caribbean cannot suppress thoughts of the living Castro and the dead 
Trujillo. Not so Bradley Smith; he obviously regards them as nuisances, and he 
clearly wishes they did not exist. Even though this book was revised up to 1961 
(the first editions appeared in 1956 and 1957), the chapters on Cubaand the Domin- 
ican Republic do not even name those internationally-known figures. Cockfights 
yes, Castro no. This reviewer envies Smith and his ilk. It is true that one can 
live on the British islands and be less aware of the troublesome Spanish-speaking 
islands than one is in the United States. Let us hope that there'll always be a St. 
Vincent. And beautiful books about them, like this one. 


G. Paul Butler and Erica Butler. BUTLERS' SOUTH AMERICA. Princeton, N.J. 
Van Nostrand. 1960. Pp. 399. $5.95. 


This is a companion volume to Butlers' Mexico and Caribbean and Central 
America. While it does contain a certain amount of historical and cultural infor- 
mation, it makes no claim at being a Baedeker. Its value lies essentially in the 
practical information which a traveler must have if he is to tour ten republics, 
each with different regulations and customs. Much of the information is some- 
what hard to find, and this guide will, therefore, prove quite valuable. Details 
such as that concerning airline service soon become outdated, and periodic revi- 
sions of the guide will be necessary; Baedeker's cathedrals did not change much. 
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